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FiNANCIAL HIGHLIGHTS — For the Years Ended March 31,
(U allars o dwoeands, st share datap 2003 Change
Revenues $1@, 363,391 $8,428,705 23%
Earnings from Continuing Operat‘ions $777,031 $526,812 48%
Per Share - Basic ISER3 ) $4.33 45%
Per Share - Diluted $600 $4.18 44%
Net Earnings SB35 §555,919 49%
Per Share - Basic ®&.71 $4.57 47%
Per Share - Diluted $4.41 45%
Cash Dividends Per Share $0.00 $0.08 25%
Average Shares Outstanding - Diluted 129,392,820 | 126,116,312 3%
Stockholders’ Equity $3050,228 $2,657,846 15%
Book Value Per Share atYear End $21.84 14%
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Dear Centex Shareholders

LerTeEr FrROM Tim ELLER

CHAIRMAN AND CEO

At Centex we are relentlessly committed to creating value for our shareholders.
Evidence of this commitment has been particularly apparent this year. Shareholders
have seen the value of their investments in Centex more than double, with Centex
stock again outperforming the S&P 500 Index by a wide margin.
The stock’s price appreciation pattern shown below is in sharp contrast to some
perceptions that Centex returns are volatile. Our long-term investors are well aware of
the reality that the Centex stock has in fact, over time, delivered exceptional returns.

. s s — 750%
Stock Price Appreciation — March 31 Fiscal Year Ending
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This year we created significant additional value for our shareholders by spinning off, tax-free, two
non-core businesses and through our two-for-one stock split, we effectively doubled our dividend. Those
who have held on to the shares of these newly spun-off businesses already have been rewarded with
significant price appreciation. This reflects the value we had built into these businesses as well as the
discipline to make decisions that best serve our shareholders.
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How ARE WE ABLE TO SUSTAIN OUR VALUE CREATION TRACK RECORD?

The short answer is that we pay close attention to what we call the “Centex Value Drivers,” the tenets we
believe drive value creation most consistently over the long haul. They are featured on the opposite page.
A performance like this past year’s is possible because of the focus of our talented and dedicated employees
on these drivers.

Let me make a few comments about what these drivers mean to us at Centex.

STRATEGY CHOICES

Strategy is key. We want to know where we are going, how we will get there, and what it will entail
before we start the journey. We insist that our strategy choices be credible in creating long-term
shareholder value.

What creates shareholder value? Quite simply, we believe the most reliable means of creating long-term
shareholder value is through:

& Sustaining growth, both in earnings and revenue; and
* Sustaining improvement, in terms of margin expansion, return on investment, customer

satisfaction and predictability of results.

Our strategy choices are aimed at producing sustained growth patterns such as these.

Revenues [ Net Earnings
March 31 FiscalYear Ending . March 31 Fiscal Year Ending

¥ REVENUES (DOLLARS IN BILLIONS) NET EARNINGS (DOLLARS IN MILLIONS)

95 96 97 98 99 00 01 02 03 04 95 96 97 98 99 00 01 02 03 04

[$3.3 ] $3.1] $3.5]83.5 [ 54.6 | $5.4 | $6.1 | S7.1 | $8.4 | 510.4] [s92 | 853 (5107 [ s145 [$232 [ 5257 [$282 [ 8382 [ 3556 [ 5828 |

We do have choices about both where and how we compete. Our first choice is to compete only in
those industries that reward industry leaders — both now and in the future. This is one of the important
reasons why home building is such a good core business for us.
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Centex Value Drivers

Strategy Choices

CREDIBLE IN CREATING LONG-TERM SHAREHOLDER VALUE

CLEARLY DEFINED, casily articulated

FEASIBLE to execute

COMPETITIVE LEADERSHIP in delivering on the key value creation metrics

*

* 5 o o

Growth: Earnings and revenue

Improvement: Margins

Returns: Asset efficiency

Customer Satisfaction: Consistency in fully meeting, or exceeding, customer expectations
Results: Predictability, consistency and transparency

Operational Excellence

LeapersHIp: Leaders in every key position possessing the core competencies required for success
OrcanzatioN: Structured for and capable of effective and efficient performance
ProrLE AND REsOURCES: Matched to strategy execution requirements

ALIGNMENT: Every function having clearly defined strategy fulfillment roles, and each employee understanding his or her specific

accountabilities for results
Curture: Empowerment, personal accountability and ethical business conduct consistently evident in employee decision-making

Rewards Alignment

SaLary axp Benerrrs: Competitive with the market
IncenTIvE ComPENSATION: Directly linked to the key value creation metrics and aligned at all operating levels of the
organization, with significant rewards for high levels of performance and little or no reward for mediocre performance

Decision Disciplines

Resourct ArLocation: Rapid redeployment of financial and management resources to highest and best use in creating
long-term shareholder value

Varue Communication: Effective and efficient communication of the Centex value proposition to investors, employees, and
other stakeholders

The forces shaping industry profitability are not only favorable today, but also should become more

favorable in the future.

¢ Home building is still a highly fragmented industry. However, the industry is in the early phases
of what should prove to be at least a decade-long consolidation. Centex will be a leader in that
consolidation and will grow by continuing to gain market share.

¢ In addition, long-term demographic trends are highly favorable and are increasing the demand
for new homes.

¢ We are only beginning to tap the benefits available to us from growing scale and market
share, benefits that we know will be significant.

Centex’s related businesses have distinct competitive advantages that both benefit and gain strength
1% g g g

from our home building core. Our financial and home services businesses (mortgage, title, insurance,

and integrated pest control) enable us to provide a more complete home buying experience as we strive

to exceed customers’ increasingly high expectations.

Home building also provides the base for Centex businesses to grow in order to serve other customers.

We have used our core skills in mortgage lendjng and construction to develop businesses with distinctive
competitive strategies that reach beyond the Centex Homes customer base and consistently beat competi-

tive benchmarks for their respective industries.
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OPERATIONAL EXCELLENCE

Operational excellence is an expectation of every business in the Centex portfolio. We have a keen focus
on the operational metrics most important to each business and expect continuous improvement, both
individually by business line and collectively.

Operating margin and return-cn-equity are two of the important metrics we watch at Centex.

Operating Margm (DOLLARS IN MILLIONS) Return—on—Equity* (DOLLARS IN MILLIONS)

March 31 Fiscal Year Ending

March 31 Fiscal Year Ending

REVENUES $5,353 [ 86,139 AVERAGE EQUITY $1,313 | $1,544 1 $1,902 [ $2,349

B OPER. EARNINGS $404 B NET EARNINGS $257

OPERATING MARGIN 7.6% RETURN-ON-EQUITY 19.6% :
*Average equity based on S-point average. j

We see significant growth and improvement opportunities ahead, and our leadership, organization,
people and resources are aligned with our aggressive expectations.

Personal accountability is a defining hallmark of the Centex culture. This accountability extends not
just to “doing things right” but also to doing things “the right way.” We call this principle-based approach to
doing business The Centex Way. Each year employees discuss The Centex Way and decide what should be
emphasized to safeguard and enhance our valuable reputation.

The Centex Way is one of the first things new employees review and discuss when they join the team, and
this is one of the ways we maintain a cohesive culture across the businesses and geographies in which we
operate. Maintaining a common culture facilitates the rapid transfer of best practices, which is critical to

our ongoiq g SUCCESS.

REWARDS ALIGNMENT

We believe that with accountability should come significant rewards for top performance — and little or no
reward for mediocre performance. We link incentives directly to our key value creation metrics and
make them meaningful when stretch targets are achieved.




We see significant
growth and
improvement
opportunities ahead,
and our leadership,
organization,

people and resources
are aligned with
our aggressive
expectations.

Trw Eonmae
Chairman and
Chief Executive Officer

has been involved with Centex for 45 years, first as an employee and later as an external
investment advisor who played a key role in taking Centex public in 1969. We will miss
Paul’s unique perspectives as a friend and “father” who witnessed Centex’s birth and who
has made immeasurable contributions in guiding the company along its successful path.

Let me close by simply acknowledging that Centex had an excellent year. Of course, we
said that last year, T am confident that we should be able to say that again next year as weil.

Sincerely,

——

J T é H&’L
Tim Eller
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DecisionNn DISCIPLINES

We work to ensure that our decision processes are among the most
effective in the industry. We think like investors, ensuring the rapid rede-
ployment of financial and management resources to the highest and best
use in creating long-term shareholder value. Our employees are trusted to
make effective operating decisions, and our organizations are structured

to facilitate quick response to changing business needs.

We invest the time it takes to have informed confidence that we are
doing the right things at the right times. Currently, we are investing
virtually all our capital to drive home building growth, both in existing
markets and in attractive new segments. And we expect to continue to
do so for the foreseeable future — because that is the best way for us to
create the greatest shareholder value.

There is one more “value driver” [ have not yet mentioned. This “driver”
is not a personal “principle” but rather a “principled person” who embodied
the drive for excellence at Centex for 19 years. On March 31,

Centex Chairman and CEO Larry Hirsch retired, completing
his long and brilliant career of leadership at Centex.

Larry drove value creation at Centex in the most meaning-
ful way a top executive can. He protected the culture,
built a deep and broad management team to lead the
company and attracted a strong and dynamic Board of
Directors to govern it. Each achievement alone is
enviable, but together they are unmatched, in my
view. We accept the obligation for all that Larry has
done to build on his legacy and pledge to continue
the exceptional record of growth and improvement
that defined his tenure.

As we look ahead to our annual meeting we will

observe another notable transition on our Board, the
retirement of Paul Stoffel, our longest-tenured director. Paul



GROWTH AND [MPROVEMENT
Crenting long-term shareholder vghxe tha:ough qtgality
growth and continuous improvement. 8

Centex Homes atWindesaere, San Ramon, CA:
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to Prgfessiona] Builder magazine.

both first-time and move-up buyers as well as active adults. It serves a
number of market segments, including affordable housing that is
value-engineered to be “the most home for the money;” move-up
homes; homes built on customer-owned lots; resort and second
homes; and urban town homes.

The company’s current focus, representing 81% of its deliveries in
fiscal 2004, is the single-family detached market, mainly in the higher-
volume, more affordable sector of the industry.

During fiscal 2004, Centex Homes delivered 30,358 homes at
an average sales price of $242,465. The company operated in an average
of 558 neighborhoods during the past year, serving 92 market areas
in 26 states.

Centex Homes has home building operations in 45 of the 50 largest
housing markets in the U.S. The company has mostly completed its
geographic diversification plan and is now focused primarily on further
penetration in its existing markets. Its organic growth strategy is
driven primarily by growth in neighborhoods open for sale,
increases in closings per neighborhood, increases in average selling
prices and continued improvement in operating margins.

Centex’s international home building operation, based in London,
acquires and develops land and lots, then constructs and sells a wide
range of products including small single-family units, executive houses
and apartments in five regions of the United Kingdom.

Home Buﬂdmg Centex Homes consistently ranks among the largest
multi-market, single-family home producers in the U.S. It is the only company
to rank among the Top 10 U.S. home builders every year since 1968, according

Centex Homes acquires and develops land and lots and builds and sells
single-family detached homes, town homes, and low-rise condominiums to

4

|

Centex’s related
businesses have
distinct competitive
advantages that

both benefit and gain
strength from our
home building core.
Home building

also provides the base
for Centex businesses
to grow in order to
serve other customers

Tisw Borogw
Chairman and
Chief Executive Officer
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Financial Services. Centex’s Financial Services businesses provide
residential mortgages and related mortgage services to Centex homebuyers
and others.

CTX MortGacE ComPANY, one of the nation’s largest retail mortgage
originators, lends to buyers of Centex Homes as well as to retail customers

purchasing new or existing homes from other sources.

Centex HomE EQuity Company (CHEC) offers non-prime loans to the estimated 50% of U.S.
households that don’t qualify for conforming mortgage loans. These loans are used primarily
for debt consolidation and home purchases. CHEC also services most of the loans it originates and
has a servicing portfolio of more than 87,000 loans with a total value of $7.14 billion.

CenTEX TITLE AND INSURANCE operations offer a range of services: title agent, title underwriting
and settlement services, as well as insurance agency services for homeowners.

Construction Services. Centex Construction Services provides a
range of commercial contracting services, including program management,
design-build, construction management, general contracting and pre-
construction services for both private and government interests across the U.S.
The company serves a diverse group of industry segments including: education,

healthcare, hospitality, government, corporate office, retail and sports. The
business is geographically focused in the Central, Southeast, Southwest and Mid-Atlantic regions
of the United States.

Home Services. HomeTeam Services is the nation’s largest pest
management company serving the new home market. HomeTeam offers new
homebuyers an integrated pest defense system utilizing two proprietary
systems: Tubes in the Wall® for pest control and Tubes Under the Slab® for
termite control. HomeTeam installs the systems at the time of home

construction and then provides ongoing pest defense services on a recurring
basis. The company also offers conventional termite control services. HomeTeam Services
currently has a customer base of approximately 245,000 accounts in 11 states and performs more
than one million pest services annually.
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Centex Senior Managemem Team
and Business [eaders

ApovEe LErT— Senior Management Team: Raymond G. Smerge, EVP and ChiefLegal ABOVE RIGHT— Centex Homes: Robert D. Hilimann,
Officer; Leldon E. Echols, EVP and Chief Financial Officer; Timothy R. Eller, Chairman President and COO; Andrew J. Hannigan, Chairman
and CEO; Robert S. Stewart, SVP, Strategic Planning and Marketing. and CEO.

BeLow LErT— HomeTeam Services: Robert M. Swartz,
Chairman and CEO. Centex Construction Services:

Robert C. Van Cleave, Chairman, President and CEO.

Berow ricHT— Centex Home Equity Company: Anthony H. Barone, President and
CEO. Centex Title and Insurance: Thomas G. Apel, President and CEO. CTX Mortgage
Company: Timothy M. Bartosh, President and COO; John L. Matthews, Chairman and CEO.
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Consolidated Revenues and Operating Earnings
hy Line of Business

For the Years Ended March 31,

(Dollars in thousands) 2004 2003 2002 2001 2000
Revenues
Home Building $ 7,599,519 | $5,922,724 | $4,972,172 | 54,356,446 | $3,686,878
74% 71% 70% 71% 68%
Financial Services 1,047,905 855,015 699,760 463,646 430,611
10% 10% 10% 8% 8%
Construction Services 1,596,335 1,517,851 1,296,024 1,290,382 1,205,762
15% 18% 18% 21% 23%
Investment ReallEstate 37,869 33,298 53,461 28,103 30,061
- - 1% - 1%
Other 81,763 99,817 102,377 — -
1% 1% 1% — —
$10,363,391 | $8,428.705 | $7,123,794 | $6,138,577 | 85,353,312
100% 100% 100% 100% 100%
Business Segment Operating Earnings ¢
Home Building $ 1,005,290 | s 651,719 | § 498,925 | s 390,301 | § 326,929
78% 75% 72% 79% 81%
Financial Services 230,301 161,825 114,733 19,667 32,474
18% 18% 17% 4% 8%
Construction Services 16,413 30,718 36,225 30,886 23,471
1% 4% 5% 6% 6%
Investment Real Estate 44,756 33,942 35,754 50,942 26,413
3% 4% 5% 10% 6%
Other (2,298) (10,239) 3,358 4,009 (4,833)
— (1% 1% 1% (1%)
1,294,462 867,965 688,995 495 805 404,454
100% 100% 100% 100% 100%
Corporate General and Administrative 105,529 60,289 50,189 36,924 33,015
Interest Expense 39,869 60,326 58,576 54,069 65,139
Earnings from Continuing Operations
Before Income Taxes and Cumulative
Effect of a Change in Accounting Principle $ 1,149,064 $ 747,350 $ 580,230 $ 404,812 $ 306,300

Applicable segment operating expenses have been deducted from business segment operating earnings.

(1) Business Segment Operating Earnings include earnings from unconsolidated entities and exclude corporate general and administrative expense and interest expense.




CENTEX

==

Statements of Consolidated Earnings

2004 ANNUAL REPORT

For the Years Ended March 31,

(Dollars in thousands, except per share data) 2004 [ 2003 2002
Revenues
Home Building $ 7,599,519 | § 5,922,724 | § 4,972,172
Financial Services 1,047,905 855,015 699,760
Construction Services 1,596,335 1,517,851 1,296,024
Investment Real Estate 37,869 33,298 53,461
Other 81,763 99,817 102,377
10,363,391 | 8428705 | 7,123,794
Costs and Expenses
Home Building 6,649,495 |  5.303,183 | 4,498,206
Financial Services 817,604 693,190 585,027
Construction Services 1,579,922 1,487,133 1,259,799
Investment Real Estate 7,628 12,528 24,348
Other 84,061 110,056 99,019
Corporate General and Administrative 105,529 60,289 50,189
Interest Expense 39,869 60,326 58,576
9,284,108 | 7,726,705 | _ 6,575,164
Earnings from Unconsolidated Entities 69,781 45,350 31,600
Earnings from Continuing Operations Before Income Taxes and
Cumulative Effect of a Change in Accounting Principle 1,149,064 747,350 580,230
Income Taxes 371,933 220,538 221,828
Earnings from Continuing Operations Before Cumulative Effect
of a Change in Accounting Principle 777,131 526,812 358,402
Earnings from Discontinued Operations, net of Tax Provision
(Benefit) of $(13,899), $18,394 and $14,711 63,815 29,107 23,824
Earnings Before Cumulative Effect of a Change in Accounting Principle 840,946 555,919 382,226
Cumulative Effect of a Change in Accounting Principle,
net of Tax Benefit of $8,303 (13,260) — —
Net Earnings $§ 827,686 | § 555919 | § 382,226
Basic Earnings Per Share
Continuing Operations $ 6.30 | 8 433158 2.96
Discontinued Operations 0.52 0.24 0.20
Cumulative Effect of a Change in Accounting Principle (0.11) - -
$ 6.71 | § 4.57 | 8 3.16
Diluted Earnings Per Share
Continuing Operations 3 6.01 | 3 418 | § 2.87
Discontinued Operations 0.49 0.23 0.19
Cumulative Effect of a Change in Accounting Principle (0.10) — —
$ 6.40 | § 4.41 | § 3.06
Average Shares Outstanding
Basic 123,382,068 | 121,564,084 | 121,121,576
Dilutive Securities:
Options 5,754,689 | 3,464,616 | 3,109,002
Other 256,064 1,087,612 827,716
Diluted 129,392,821 | 126,116,312 | 125,058,294
Cash Dividends Per Share | $ RUNES 08 | 3 .08

See Notes to Consolidated Financial Statements.
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Consolidated Balance Sheets with C@MS@hdaﬁng Details

Centex Corporation and Subsidiaries

March 31,
(Dollars in thousands) 2004 2003
Assets
Cash and Cash Equivalents $ 193,147 | § 456,179
Restricted Cash 296,016 172,321
Receivables —
Residential Mortgage Loans Held for Investment, net 6,498,155 4,642,826
Residential Mortgage Loans Held for Sale 1,819,605 303,328
Construction Contracts 312,552 251,024
Trade, including Notes of $51,321 and $28,369 356,570 352,313
Inventories —
Housing Projects 4,897,036 3,306,655
Land Held for Development and Sale 208,140 106,057
Land Held Under Option Agreements Not Owned 362,405 -
Other 94,224 15,278
Investments ~
Centex Development Company, L.P. - 281,100
Joint Ventures and Other 140,118 102,277
Unconsolidated Subsidiaries - -
Property and Equipment, net 155,891 146,329
Other Assets —
Deferred Income Taxes 157,678 172,240
Goodwill 254,258 212,939
Mortgage Securitization Residual Interest 89,374 108,102
Deferred Charges and Other, net 233,399 227,986
Assets of Discontinued Operations — 753,582
$16,068,568 | 511,610,536
Liabilities and Stockholders’ Equity
Accounts Payable $ 760,563 | 5 600,816
Accrued Liabilities 1,201,349 984,305
Debt —
Centex 2,418,190 2,024,953
Financial Services 8,302,190 4,998,819
Payables to Affiliates - -
Liabilities of Discontinued Operations - 341,105
Commitments and Contingencies
Minority Interests 336,051 2,692
Stockholders’ Equity —
Preferred Stock, Authorized 5,000,000 Shares, None Issued - -
Common Stock, §.25 Par Value; Authorized 300,000,000 Shares;

Qutstanding 122,660,357 and 121,672,182 Shares 32,068 30,966
Capital in Excess of Par Value 202,958 83,228
Unamortized Value of Deferred Compensation (411) {2,398)
Retained Earnings 2,990,889 2,597,078
Treasury Stock, at Cost; 5,610,772 and 2,193,688 Shares (212,822) (45,037)
Accumulated Other Comprehensive Income (Loss) 37,543 (5,991)

Total Stockholders’ Equity 3,050,225 2,657,846
$16,068,568 | 511,610,536

See Notes to Consolidated Financial Statements.
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Consolidated Balance Sheets with C@MSOMda‘tmg Details

Centex* Financial Services
March 31, March 31,
2004 2003 2004 2003
$ 174,878 S 441,097 $ 18,269 $ 15,082
36,152 8,349 259,864 163,972
- — 6,498,155 4,642,826
- - 1,819,605 303,328
312,552 251,024 - -
178,829 154,009 177,741 198,304
4,897,036 | 3,306,655 - -
208,140 106,057 - -
362,405 - - _
85,284 6,832 8,940 §,446
- 281,100 - —
140,118 102,277 - -
531,941 405,407 - —
114,524 104,233 41,367 42,09
66,985 82,777 90,693 89,463
237,656 195,884 16,602 17,055
- - 89,374 108,102
171,534 146,346 61,865 81,640
— 753,582 — —
$7,518,034 | $6,345,629 | $9,082,475 | 35,670,314
S 743,062 S 560,228 $ 17,501 § 40,588
972,041 760,541 229,308 223,764
2,418,190 2,024,953 - -
- ~ | 8302190 | 4,998,819
- - 15,661 25,736
- 341,105 — -
334,516 956 1,535 1,736
32,068 30,966 1 1
202,958 83,228 275,521 200,467
(411) (2,398) - —
2,990,889 2,597,078 256,490 198,145
(212,822) (45,037) - -
37,543 (5,991 (15,732) (18,942)
3,050,225 2,657,846 516,280 379,671
$7,518,034 | 56,345,629 | $9,082,475 | 55,670,314

*In the supplemental data presented above, “Centex” represents the consolidation of all subsidiaries other than those
included in Financial Services as described in Note (A}, “Significant Accounting Policies.” Transactions between
Centex and Financial Services have been eliminated from the Centex Corporation and Subsidiaries balance sheets.
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Statements of Consolidated Cash Flows
with Consolidating Details

Centex Corporation and Subsidiaries

For the Years Ended March 31,

(Dollars in thousands) 2004 2003 2002
Cash Flows — Operating Activities
Net Earnings $ 827,686 | § 555,919 | 5 382,226
Adjustments
Cumulative Effect of a Change in Accounting Principle 13,260 - —
Depreciation and Amortization 101,626 113,213 90,659
Provision for Losses on Residential Mortgage Loans Held for Investment 79,503 34,859 17,415
Deferred Income Tax Provision (Benefit) 17,803 23,687 (16,307)
Equity in Earnings of Centex Development Company, L.P. and Joint Ventures (79,987) (42,672) (29,918)
Undistributed Earnings of Unconsolidated Subsidiaries - - -
Minority Interest, net of Taxes (8,252) 20,201 13,818
Changes in Assets and Liabilities, Excluding Effect of Acquisitions
(Increase) Decrease in Restricted Cash (116,398) (66,051) (44,618)
(Increase) Decrease in Receivables (67,808) (96,427) 3,384
Decrease (Increase) in Residential Mortgage Loans Held for Sale 927,151 (61,535) 40,197
Increase in Housing Projects and Land He%d for Development
and Sale Inhventories (1,203,547) (734,666) (484,157)
Decrease (Increase) in Other Inventories 464 (2,164) (23,213)
Increase (Decrease) in Accounts Payable and Accrued Liabilities 232,601 218,448 164,777
(Increase) Decrease in Other Assets, net {37,891) 19,867 (52,202)
Increase (Decrease) in Payables to Affiliates - - -
Other 3,304 13,742 (4,152)
689,515 (3,579) 57,909
Cash Flows — Investing Activities
Payments received on Notes Receivable 13,231 6,356 36,177
Increase in Residential Mortgage Loans Held for Investment (1,934,832)) (1,398,235) (1,499,601)
Decrease (Increase) in Investment and Advances to Centex Development
Company, L.P. and Joint Ventures 79,298 52,792 (37,327)
(Increase) Decrease in Investment and Advances to Unconselidated Subsidiaries - - -
Acquisitions, net of Cash Acquired
Home Building Operations - (137,733) -
Other - - (39,411)
Purchases of Property and Equipment, net (53,758) (62,701) (60,380)
Other (432) (6,467) (3,552)
(1,896,493) | (1,545,988) | (1,604,094)
Cash Flows — Financing Activities
{Decrease) Increase in Short-term Debt, net (1,083,468) 534,231 (213,308)
Centex
Issuance of Long-term Debt 404,998 605,992 1,007,699
Repayment of Long-term Debt (164,073) (298,491) (699,570)
Financial Services
Issuance of Long-term Debt 5,334,407 1,999,374 2,053,238
Repayment of Long-term Debt (3,432,323)| (1,013,186) (458,704)
Proceeds from Stock Option Exercises 65,099 15,738 31,525
Treasury Stock Purchases, net (167,785) (38,478) (6,559)
Dividends Paid (13,601) (9,743) (9,724)
943,254 1,795,437 1,704,597
Effect of Exchange Rate on Cash 692 - -
Net (Decrease) Increase in Cash and Cash Equivalents (263,032) 245,870 158,412
Cash and Cash Equivalents at Beginning of Year | 456,179 210,309 51,897
Cash and Cash Equivalents at End of Year [s 193,147 [ s 456,179 | s 210,309

See Notes to Consolidated Financial Statements.
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Centex* Financial Services
For Years Ended March 31, For Years Ended March 31,
2004 2003 2002 2004 2003 2002
$ 827,686 $ 555,919 § 382,226 $ 132,845 | § 152,970 | § 80,512
- - — 13,260 - -
84,275 96,214 74,816 17,351 16,999 15,843
- - — 79,503 34,859 17,415
8,076 23,687 (16,307) 9,727 (2,430) (41,293)
(79,987) (42,672) (29,918) - - -
(58,34-5) (77,970) (52,512 - - -
(8,051) 20,201 13,818 (201) - -
(27,803) (3,589) 682 (88,595) (62,462) (45,300)
(54,366) (44,726) 31,458 (]3,442) (51,701) (28,074)
- — — 927,151 (61,535) 40,197
(1,203,547) (734,666) (484,157) - — —
958 2,842 (2,797) (494) (5,006) (20,416)
229,234 116,989 124,543 (12,022) 91,584 30,968
(54,365) 18,931 (8,861) 16,474 3,397 139
- - - 8,578 (155,879) 135,692
3,304 13,981 (3,994) - (239) (158)
(332,931) (54,859 28,997 1,090,135 (39,443) 185,525
12,897 5,261 36,024 334 1,095 153
- - — (1,934,832) (1,398,235) (1,499,601)
79,298 52,761 (37,327) ~ - -
(68,189) 164,531 (130,693) - - -
- (137,733) — - — —
- - (38,904) - — (507)
(38,935) (47,226) (53,494) (14,823) (15,475) (6,886)
(18,432) (6,467) (3,552) 18,000 — —
(33,361) 31,127 (227,946) (1,931,321) (1,412,615) (1,506,841 |
(25,257) 6,627 18,630 (1,058,211) 527,604 (231,938)
404,998 605,992 1,007,699 - — -
(164,073) (298,491) (699,570) - — -
- — - 5,334,407 1,999,374 2,053,238
- - - (3,432,323) (1,013,186) (458,704)
65,099 15,738 31,525 - - -
(167,785) (38,478) (6,559) - ~ -
(13,601) (9,743 (9,724) 500 (73,777) (25,920)
99,381 281,645 342,001 844,373 1,440,015 1,336,676
692 — - - — -
(266,219) 257,913 143,052 3,187 (12,043) 15,360
441,097 183,184 40,132 15,082 27,125 11,765
$ 174,878 $ 441,097 $ 183,184 | $ 18,269 | § 15,082 $ 27,125

*In the supplemental data presented above, “Centex” represents the consolidation of all subsidiaries other than those
included in Financial Services as described in Note (A), “Significant Accounting Policies.” Transactions between Centex
and Financial Services have been eliminated from the Centex Corporation and Subsidiaries statements of cash flows.
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R

(In thousands)

Shares

Common Stock
Amount

Capital in
Excess of
Par Value

Unamortized
Value of
Deferred
Compensation

Balance, March 31, 2001
Issuance and Amortization of Restricted Stock
Exercise of Stock Options, Including Tax Benefit
Cash Dividends
Purchases of Common Stock for Treasury
Net Earnings
Unrealized Loss on Hedging Instruments
Foreign Currency Translation Adjustments
Unrealized Gain on Investments
Comprehensive Income
Balance, March 31, 2002
Issuance and Amortization of Restricted Stock
Exercise of Stock Options, Including Tax Benefit
Cash Dividends
Purchases of Common Stock for Treasury
Other
Net Earnings
Unrealized Loss on Hedging Instruments
Foreign Currency Translation Adjustments
Other Comprehensive Income ltems
Comprehensive Income
Balance, March 31, 2003
Issuance and Amortization of Restricted Stock
Stock Compensation
Exercise of Stock Options, Including Tax Benefits
Cash Dividends
Spin-off of Subsidiaries
Purchases of Common Stock for Treasury
Exercise of Convertible Debenture
Net Earnings
Unrealized Gain on Hedging Instruments
Foreign Currency Translation Adjustments
Other Comprehensive Income Items
Comprehensive Income
Balance, March 31, 2004

See Notes to Consclidated Financial Statements.

119,858
156
2,772

(444)

$29,964
38
694

§ 10,797
3,114
43,187

S _
(2,408)

122,342
40
1,040

(1,750)

(2,408)
10

121,672

(3,418)
800

(2,398)

1,987

122,660

$32,068

$202,958

3 (411)
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Accumulated r
Treasury Other
Retained Stock | Comprehensive
Earnings at Cost Income (Loss) Total
$1,678,400 $ — $(5,097) $1,714,064
— - - 744
- — - 43,881
(9,724) — - (9,724)
-~ (6,559) - (6,559)
382,226 - - 382,226
- - (11,033) (11,033)
- - 2,622 2,622
-~ - 552 552
374,367
2,050,902 (6,559) (12,956) 2,116,773
- - - 1,010
— — — 19,881
(9,743) ~ — (8,743)
— (38,478) - (38,478)
- - - 5,519
555,919 — - 555,919
— — (10,849) (10,84%)
— - 19,330 19,330
- — (1,516) (1,516)
562,884
57,078 | (50| G| 2657k
- - - 4,347
- - — 26,002
- - - 90,370
(13,601) - - (]3,601)
(420,274) - - (420,274)
- (167,785) - (167,785)
- - - 2,100
827,686 - - 827,686
- - 5,706 5,706
- - 36,864 36,864
- - 964 964
871,220
$2,990,889 | $(212,822)|  $37,543 | $3,050,225
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(Dollars in thousands, excépt per share data)

(A) SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The consolidated financial statements include the accounts of Centex Corporation and subsidiaries (the “Company”) after the
elimination of all significant intercompany balances and transactions,

Balance sheet and cash flows data is presented in the following categories:
# Centex Corporation and Subsidiaries. This represents the consolidation of Centex, Financial Services and all of their consolidated
subsidiaries. The effects of transactions among related companies within the consolidated group have been eliminated.
4 Centex. This information is presented as supplemental information and represents the consolidation of all subsidiaries other
than those included in Financial Services, which are presented on an equity basis of accounting,
¢ Financial Services. This information is presented as supplemental information and represents Centex Financial Services
and its subsidiaries.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires
management to make estimates and assumptions that affect the amounts reported in the financial statements and accompanying

notes. Actual results could differ from those estimates.

Revenue Recognition

Revenues from Home Building projects are recognized as homes are sold and title passes. Investment Real Estate’s property sales
are recognized when a buyer has made an adequate cash down payment, all significant risks and rewards of ownership have been
relinquished and title has transferred to the buyer. Sales revenues related to contractually obligated improvements are deferred until
such improvements have been completed.

Net origination fees, mortgage servicing rights, and other revenues derived from the origination of mortgage loans are deferred
and recognized when the related loan is sold to a third-party purchaser. Other revenues, including fees for title insurance and other
services performed in connection with mortgage lending activities, are recognized as earned.

Interest revenues on residential mortgage loans receivable are recognized as revenue using the interest (actuarial) method.
Revenue accruals are suspended, except for revenue accruals related to insured mortgage loans, when the residential mortgage loan
becomes contractually delinquent for 90 days or more. The accrual is resumed when the residential mortgage loan becomes less
than 90 days contractually delinquent. At March 31, 2004 and 2003, residential mortgage loans, on which revenue was not being
accrued, were approximately $210.5 million and $167.1 million, respectively.

Long-term construction contract revenues are recognized on the percentage-of-completion method based on the costs incurred
relative to total estimated costs. Full provision is made for any anticipated losses. In fiscal 2004, Construction Services recorded a
project loss of $4.5 million related to the construction of a distribution facility. Billings for long-term construction contracts are
rendered monthly, including the amount of retainage withheld by the customer until contract completion. As a general contractor,
the Company withholds similar retainages from each subcontractor. Retainages of $103.2 million and $87.5 million included in
construction contracts receivable and $101.4 million and $99.9 million included in accounts payable at March 31, 2004 and 2003,
respectively, are generally receivable and payable within one year.

Claims related to long-term construction contracts are recognized as revenue only after management has determined that the
collection is probable and the amount can be reliably estimated. There are no claims included in revenues for the fiscal years ended
March 31, 2004 and 2003 and $1.8 million in claims are included in revenues for the fiscal year ended March 31, 2002 (“fiscal
2004, “fiscal 2003” and “fiscal 2002™).

For the Company’s home services operations, revenue is recognized at the time the services are rendered.

Earnings Per Share

Basic earnings per share are computed based on the weighted-average number of shares of common stock, par value $.25 per share
(*Common Stock”), outstanding, including vested shares of restricted stock and vested deferred stock units under the long-term
incentive plan. Diluted earnings per share are computed based upon the basic weighted-average number of shares plus the dilution
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of the stock options, unvested shares of restricted stock, unvested deferred stock units under the long-term incentive plan and a
convertible debenture. Earnings per share calculations for all periods presented have been restated to give retroactive application to
the March 12, 2004 two-for-one stock split effected in the form of a 100 percent stock dividend to Company stockholders of
record on February 29, 2004,

The computation of diluted earnings per share excludes anti-dilutive options to purchase 373,000 shares of Common Stock at an
average price of $35.37 for the year ended March 31, 2004. The computation of diluted earnings per share excludes anti-dilutive
options to purchase 1,704,000 shares of Common Stock at an average price of $25.22 for the year ended March 31, 2003. The
computation of diluted earnings per share excludes anti-dilutive options to purchase 3,400 shares of Common Stock at an average
price of $23.04 for the year ended March 31, 2002. Anti-dilutive options at March 31, 2004, have an expiration date of May 2010.

Cash and Cash Equivalents

Cash equivalents represent highly liquid investments with an original maturity of three months or less.

Restricted Cash

Restricted cash primarily represents cash in principal and interest accounts for insurance agreements and required cash balances for
Harwood Street Funding I, LLC (*HSF-1") and Harwood Street Funding II, LLC (“HSF-117).

Residential Mortgage Loans

Residential mortgage loans held for investment represent mortgage loans originated by Home Equity, which are securitized and
recorded as secured borrowings in the financial statements using the portfolio method. These mortgage loans are stated at cost less
an allowance for losses. Residential mortgage loans held for sale represent mortgage loans originated by CTX Mortgage Company,
LLC, which will be sold to third parties and recorded as sales. The carrying value of loans designated as hedged is adjusted for
changes in the fair value to the extent the hedge is deemed effective. Unhedged loans or loans hedged ineffectively are stated at the
lower of cost or market. Market is determined by forward sale commitments, current investor yield requirements and current
market conditions. Substantially all of the mortgage loans are delivered to third-party purchasers and/or subjected to securitization
within three months after origination. These loans are subject to hedge instruments during the time they are held in inventory.
Substantially all of the mortgage loans are pledged as collateral for secured financings.

Home Equity establishes an allowance for losses by recording a provision for losses in the Statements of Consolidated Earnings
when it believes a loss has occurred. When Home Equity determines that a residential mortgage loan held for investment is partially
or fully uncollectible, the estimated loss is charged against the allowance for losses. Recoveries on losses previously charged to the
allowance are credited to the allowance at the time the recovery is collected.

Home Equity believes that the allowance for losses is sufficient to provide for credit losses in the existing residential mortgage
loans held for investment, which include real estate owned. Home Equity evaluates the allowance on an aggregate basis considering,
among other things, the relationship of the allowance to residential mortgage loans held for investment and historical credit losses.
The allowance reflects Home Equity’s judgment of the present loss exposure at the end of the reporting period. A range of expected
credit losses is estimated using historical losses, static pool loss curves and delinquency modeling. These tools take into consideration
historical information regarding delinquency and loss severity experience and apply that information to the portfolio at each
reporting date.

CTX Mortgage Company, LLC has established a liability for anticipated losses associated with loans originated based on, among
other factors, historical loss rates and current trends in loan originations. This liability includes losses associated with certain
borrower payment defaults, credit quality issues or misrepresentation and reflects management’s judgment of the loss exposure at
the end of the reporting period.

Although Home Equity and CTX Mortgage Company, LLC consider the allowance for losses on residential mortgage loans
held for investment and the loan origination reserve reflected in the consolidated balance sheet at March 31, 2004 to be sufficient,
there can be no assurance that this allowance or reserve will prove to be sufficient over time to cover ultimate losses. This allowance
and reserve may prove to be insufficient due to unanticipated adverse changes in the economy or discrete events adversely affecting
specific customers or industries.
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Trade Accounts and Notes Receivable

Trade accounts receivable primarily consist of accrued interest, amounts related to securitizations, receivables for the sale of
servicing rights, closed unfunded home sales receivables, insurance claims receivable and trade sales related to the Company’s
Financial Services and Home Building segments and are net of an allowance for doubtful accounts. Notes receivable at March 31,
2004 are collectible primarily over five years with $20.3 million being due within one year. The weighted-average interest rate
on notes receivable at March 31, 2004 was 4.4%.

Inventory, Capitalization and Segment Expenses

Housing projects and land held for development and sale are stated at the lower of cost (including direct construction costs,
capitalized interest and real estate taxes) or fair value less cost to sell. The relief of capitalized costs is included in the Home Building
costs and expenses in the Statements of Consolidated Earnings when related revenues are recognized.

General operating expenses associated with each segment of business are expensed when incurred and are included in the
appropriate business segment.

Land Held Under Option Agreements Not Owned

In order to ensure the future availability of land for homebuilding, the Company enters into lot option purchase agreements with
unaffiliated third parties. Under the option agreements, the Company pays a stated deposit in consideration for the right to purchase
land at a future time, wsually at predetermined prices. These options generally do not contain performance requirements from the
Company nor obligate the Company to purchase the land.

The Company has evaluated those entities with which the Company entered into lot option agreements in accordance with the
provisions of Financial Accounting Standards Board (“FASB”) Interpretation No. 46, “Consolidation of Variable Interest Entities,”
as revised (“FIN 46”). The provisions of FIN 46 require the Company to consolidate the financial results of a variable interest entity
if the Company is the primary beneficiary of the variable interest entity. Variable interest entities are entities in which (1) equity
investors do not have a controlling financial interest and/or (2) the entity is unable to finance its activities without additional
subordinated financial support from other parties. The primary beneficiary of a variable interest entity is the owner or investor
that absorbs a majority of the variable interest entity’s expected losses and/or receives a majority of the variable interest entity’s
expected residual returns.

The Company determines if it is the primary beneficiary of variable interest entities based upon analysis of the variability of the
expected gains and losses of the variable interest entity. Expected gains and losses of the variable interest entity are highly dependent
on management’s estimates of the variability and probabilities of future land prices, the probabilities of expected cash flows and the
entitlement risks related to the underlying land, among other factors. Based on this evaluation, if the Company is the primary bene-
ficiary of those entities with which the Company has entered into lot option agreements, the variable interest entity is consolidated.
For purposes of consolidation, to the extent financial statements are available, the Company consolidates the assets and liabilities of
the variable interest entity. If financial statements for the variable interest entity are not available, the Company records the remaining
purchase price of land in the Consolidated Balance Sheets under the caption, land held under option agreements not owned, with a
corresponding increase in minority interests. Lot option deposits related to these options are reclassified to land held under option
agreements not owned.

Investments

The Company is a participant in certain joint ventures with interests ranging from 20% to 67%. Investments in joint ventures
in which the Company's interest exceeds 50% have been consolidated. All remaining investments in joint ventures are carried on
the equity method in the consolidated financial statements.

Prior to March 2004, the Company maintained an investment in Centex Development Company, L.P. and subsidiaries (the
“Partnership”), accounted for under the equity method of accounting, In February 2004, we acquired the Partnership through
merger. Subsequent to the merger, we have consolidated the Partnership. See Note (G), “Merger of 3333 Holding Corporation
and Subsidiary and Centex Development Company, L.P. and Subsidiaries,” for additional information regarding the Partnership.

The earnings or losses of the Company’s investment in the Partnership and joint ventures are included in the appropriate
business segment.
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Property and Equipment, net

Property and equipment is carried at cost less accumulated depreciation. Depreciation is recorded using the straight-line method
over the estimated useful life of the asset. Depreciable lives for Buildings and Improvements typically range from 7 to 40 years;
depreciable lives for Machinery, Equipment and Other typically range from 2 to 10 years, Major renewals and improvements are
capitalized and depreciated. Repairs and maintenance are expensed as incurred. Costs and accumulated depreciation applicable to
assets retired or sold are eliminated from the accounts and any resulting gains or losses are recognized at such time.

Impairment of Long-Lived Assets

The Company assesses housing projects, land held for development and sale and property and equipment for recoverability in
accordance with the provisions of Statement of Financial Accounting Standards No. 144, “Accounting for the Impairment or
Disposal of Long-Lived Assets” (“SFAS No. 144”). SFAS No. 144 requires that long-lived assets be reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverabi]ity
of assets is measured by comparing the carrying amount of an asset to future undiscounted net cash flows expected to be generated
by the asset. These evaluations for impairment are significantly impacted by estimates of revenues, costs and expenses and other
factors. If these assets are considered to be impaired, the impairment to be recognized is measured by the amount by which the
carrying amount of the assets exceeds the fair value of the assets. No significant impairments of long-lived assets were recorded in

fiscal 2004, 2003 or 2002.

Goodwill

Goodwill represents the excess of purchase price over net assets of businesses acquired. The Company adopted the provisions of
Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible Assets” (“SFAS No. 142”), effective April 1,
2001. Upon the adoption of SFAS No. 142, goodwill is no longer subject to amortization. Rather, goodwill is subject to at least an
annual assessment for impairment, at the reporting unit level, by applying a fair value-based test. If the carrying amount exceeds the
fair value, an impairment has occurred. The Company continually evaluates whether events and circumstances have occurred that
indicate the remaining balance of goodwill may not be recoverable. Fair value is estimated using a discounted cash flow or market
valuation approach. Such evaluations for impairment are significantly impacted by estimates of future revenues, costs and expenses
and other factors. If the goodwill is considered to be impaired, the impairment to be recognized is measured by the amount by
which the carrying amount of the goodwill exceeds the fair value of the future cash flows. The Company had no impairment of
goodwill in fiscal 2004, 2003 and 2002. See further discussion of goodwill at Note (E), “Goodwill”

Mortgage Securitization Residual Interest

Home Equity uses mortgage securitizations to finance its mortgage loan portfolio. Securitizations entered into prior to April 1,
2000 were accounted for as sales, and the resulting gains on such sales were reported in operating results during the period in
which the securitizations closed. Home Equity changed the legal and economic structure of securitizations subsequent to March 31,
2000, causing securitizations after that date to be accounted for as secured borrowings. Additionally, in fiscal year 2004, Home
Equity sold 2% of its mortgage loans originated to a government sponsored enterprise, which were accounted for as sales.

For securitizations accounted for as sales, Home Equity retained a residual interest (the “Mortgage Securitization Residual
Interest” or “MSRI™). The MSRI represents the present value of Home Equity’s right to receive, over the life of the securitization, the
excess of the weighted-average coupon on the loans securitized over the interest rates on the securities sold, a normal servicing fee,
a trustee fee and an insurance fee, where applicable, net of the credit losses relating to the loans securitized.
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Changes in Home Equity’s MSRI were as follows:

l For the Years Ended March 31,

2004 2003 2002
Beginning Balance $106,373 $122,316 $146,394
Cash Received (11,256) (17,193) (32,281)
Accretion and Other (7,321) 1,250 8,203
Ending Balance $ 87,796 $106,373 $122,316

The Company classifies MSRI as trading securities in accordance with SFAS No. 115, “Accounting for Certain Investments in
Debt and Equity Securities,” and accordingly, carries MSRI at fair value on the Company’s balance sheet.

Home Equity estimates the fair value of MSRI through the application of discounted cash flow analysis. Such analysis requires the
use of various assumptions, the most significant of which are anticipated prepayments (principal reductions in excess of contractually
scheduled reductions), estimated future credit losses and the discount rate applied to future cash flows. Home Equity monitors the
fair value of MSRI and the reasonableness of the underlying assumptions in light of current market conditions.

At March 31, 2004, Home Equity used the following assumptions in monitoring the fair value of the MSRI: cumulative credit
losses of 4.51% to 6.11%,; Constant Prepayment Rate (“CPR”) for fixed rate loans of 26.55% per annum; a CPR of 31.28% per
annum for variable rate loans; and a discount rate of 15% simple interest. At March 31, 2004, the expected weighted-average life of
Home Equity’s MSRI balance was 1.45 years, with individual transactions ranging from 0.85 years to 1.77 years.

Home Equity had MSRI of $87.8 million and $106.4 million at March 31, 2004 and 2003, respectively. The outstanding principal
amount of the related securitized loans was $562.6 million and $785.8 million at March 31, 2004 and 2003, respectively.
Delinquencies related to MSRI were $37.1 million and $51.0 million at March 31, 2004 and 2003, respectively. Net credit losses
for fiscal 2004, 2003 and 2002 were $18.0 million, $22 .4 million and $17.3 million, respectively.

At March 31, 2004, the sensitivity of the current fair value of the MSRI to an immediate 10 percent and 20 percent unfavorable
change in assumptions is presented in the table below. These sensitivities are based on assumptions used to value our MSRI at
March 31, 2004.

Impact on fair value of an adverse change

Assumption 10% 20%
Credit Losses $1,076 $2,500
Constant Prepayment Rate $1,303 $2,610
Discount Rate $2,456 $4,829

These sensitivities are hypothetical and should not be considered to be predictive of future performance. As the figures indicate,
the change in fair value based on a 10 percent variation in assumptions cannot necessarily be extrapolated because the relationship
of the change in assumption to the change in fair value may not be linear. Also, in this table, the effect of a variation in a particular
assumption on the fair value of the residual cash flow is calculated independently from any change in another assumption. In reality,
changes in one factor may contribute to changes in another (for example, increases in market interest rates may result in lower
prepayments), which might magnify or counteract the sensitivities. Furthermore, the estimated fair values as disclosed should not
be considered indicative of future earnings on these assets.

In addition to Home Equity’s MSRI, CTX Mortgage also had MSRI of $1.6 million and $1.7 million at March 31, 2004 and
2003, respectively. CTX Mortgage’s MSRI resulted from an acquisition in fiscal 2002.

Deferred Charges and Other

Deferred charges and other are primarily composed of interest rate lock commitments, deposits, investments, prepaid expenses,
acquisition intangibles, securitization costs and other financing costs.
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Advertising Costs

Advertising costs are expensed as incurred. Advertising costs for fiscal 2004, 2003 and 2002 were $91.4 million, $78.6 million and
$78.9 million, respectively.

Foreign Currency Exchange Gains or Losses

Home Building’s international operations, whose functional currency is not the U.S. dollar, translates its financial statements into
ULS. dollars. Assets and liabilities are translated at the exchange rate in effect as of the financial statement date. Income statement
accounts are translated using the average exchange rate for the period. Income statement accounts that represent significant,
non-recurring transactions are translated at the rate in effect as of the date of the transaction. Gains and losses resulting from the
translation are included in accumulated other comprehensive income as a separate component of stockholders’ equity.

Off-Balance Sheet Obligations

The Company enters into various “off-balance-sheet” transactions in the normal course of business in order to facilitate homebuild-
ing activities. Further discussion regarding these transactions can be found in Note (H), “Commitments and Contingencies.”

Insurance Accruals

The Company has certain deductible limits under its workers’ compensation, automobile and general liability insurance policies for
which reserves are actuarially determined based on claims filed and an estimate of claims incurred but not yet reported. Although
we consider the insurance accruals reflected in our consolidated balance sheet to be adequate, there can be no assurance that this
accrual will prove to be sufficient over time to cover ultimate losses. Projection of losses concerning these liabilities is subject to a
high degree of variability due to factors such as claim settiement patterns, litigation trends and legal interpretations. Expenses
associated with insurance claims up to our deductible limits were $42.7 million, $18.1 million and $21.4 million for fiscal 2004,
2003 and 2002, respectively.

Stock-Based Employee Compensation Arrangements

On April 1, 2003, the Company adopted the fair value measurement provisions of SFAS No. 123, under which the Company
recognizes compensation expense of a stock-based award to an employee on a straight-line basis over the vesting period based on
the fair value of the award on the grant date. The fair value method has been applied to awards granted or modified on or after
April 1, 2003 (the prospective method), whereas awards granted prior to such date continue to be accounted for in accordance with
Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” (“APB No. 257), and related interpretations.

On January 30, 2004, the Company modified all of its stock options and long-term incentive plan rights outstanding, in order
to keep the holders in the same economic position as before the spin-off of Centex Construction Products, Inc. (*Construction
Products™). The modification resulted in a reduction of the exercise price and an increase in the number of shares. This adjustment
is a modification under the provisions of SFAS No. 123 and accordingly, compensation expense of $12.2 million will be expensed
over the remaining vesting periods. Subsequent to January 30, 2004, the Company has no outstanding options or other stock rights
accounted for under the provisions of APB No. 25.
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The following pro forma information reflects the Company’s net earnings and earnings per share as if compensation cost for
all stock option plans and other equity-based compensation programs had been determined based upon the fair value at the date of
grant for awards outstanding in fiscal 2004, 2003 and 2002, consistent with the provisions of SFAS No. 123.

[ For the Years Ended March 31,
2004 2003 | 2002

Net Income — as Reported $827,686 $555,919 W $382,226

Stock-Based Emp].oyee Compensation Expense
Included in Reported Net Income, net of

Related Tax Effects 19,727 4,244 484

Total Stock-Based Employee Compensation
Expense Determined Under Fair Value

Based Method, net of Related Tax Effects (31,580) (24,512) (24,957)

Pro Forma Net Earnings $815,833 $535,651 $357,753

Earnings Per Share:

Basic — as Reported $  6.71 s  4.57 $ 316
Basic — Pro Forma $ 6.61 S 4.41 $ 295
Diluted — as Reported $  6.40 5 441 s 3.06
Diluted — Pro Forma k $ 629 $  4.25 S 2.86

Income Taxes

The Company accounts for income taxes on the deferral method whereby deferred tax assets and liabilities are recognized for
the consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and
their respective tax basis.

Interest Expense

Interest expense relating to the Financial Services segment is included in Financial Services’ costs and expenses. The Company
capitalizes a portion of interest incurred as a component of housing projects’ inventory cost. The relief of capitalized interest

is included in Home Building’s costs and expenses as housing inventories are sold. Interest expense related to segments other than
Financial Services and Home Building is included as a separate line item on the Statements of Consolidated Earnings.

L For the Years Ended March 31,
2004 2003 2002
Total Interest Incurred $ 378,718 $ 318,349 $ 271,289
Less — Interest Capitalized (114,997) (73,572) (53,568)
Financial Services Interest Expense (223,852) (184,451) (159,145) |
Interest Expense, net $ 39,869 $ 60,326 $ 58,576
Capitalized Interest Relieved to Home Building’s
Costs and Expenses. § 89,144 $ 49,450 $ 40,851

Statements of Consolidated Cash Flows — Supplemental Disclosures

The following table provides supplemental disclosures related to the Statements of Consolidated Cash Flows:

[ For the Years Ended March 31,
2004 | 2003 2002
i
Cash Paid for Interest $362,167 $318,607 $262,488 |
Net Cash Paid for Taxes $356,853 $204,368 $199,366 |
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Effective July 1, 2003, the Company consolidated HSF-I pursuant to the provisions of FIN 46, as discussed in Note (F),
“Indebtedness.” As of July 1, 2003, HSF-I assets and liabilities which were consolidated by the Company were as follows:

Cash and Cash Equivalents $ 18,000
Residential Mortgage Loans Held for Sale 2,443,428
Other Assets (36,100)
Accounts Payable 20,910
Financial Services Debt (2,459,498)

5 (13,260)

As a result of the consolidation of HSF-I, the Company recorded a cumulative effect of a change in accounting principle,
net of tax, of $13,260.

As explained in Note (1), “Land Held Under Option Agreements not Owned and Other Land Deposits” pursuant to the
provisions of FIN 46, the Company consolidated $332.7 million of lot option agreements and reclassified $29.7 million of deposits
related to these options, previously included in Land Held for Development and Sale.

Recent Accounting Pronouncements

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities,” as revised, (“FIN 46”), which

modified the accounting for certain entities in which (1) equity investors do not have a controlling financial interest and/or (2) the
entity is unable to finance its activities without additional subordinated financial support from other parties. As of March 31, 2004,
all the provisions of FIN 46 apply, and the Company has interests in HSF-I, certain land option agreements and joint ventures that

are affected by this interpretation. The nature of these entities’ operations, the Company’s potential maximum expaosure related to
these entities and the applicability of FIN 46 to these entities are discussed as follows:

HSF-1 Note (F), “Indebtedness”
Joint Ventures Note (H), “Commitments and Contingencies”
Land Option Agreements Note (1), “Land Held Under Option Agreements not Owned and Other Land Deposits”

In April 2003, the FASB issued Statement of Financial Accounting Standards No. 149, “Amendment of Statement 133 on
Derivative Instruments and Hedging Activities,” (“SFAS No. 149”). The statement amends and clarifies financial accounting and
reporting for derivative instruments and hedging activities under Statement of Financial Accounting Standards No. 133, “Accounting
for Derivative Instruments and Hedging Activities,” or SFAS No. 133, by requiring that contracts with comparable characteristics be
accounted for similarly, resulting in more consistent reporting of contracts as either derivatives or hybrid instruments. A portion of
this statement is effective for contracts entered into or modified and for hedging relationships designated after June 30, 2003, The
remainder of this statement codifies previously issued SFAS No. 133 implementation guidance, which retains its original effective
dates. The implementation of SFAS No. 149 did not have a material impact on the Company’s results of operations or financial position.

In May 2003, the FASB issued Statement of Financial Accounting Standards No. 150, “Accounting for Certain Financial
Instruments with Characteristics of both Liabilities and Equity,” (“SFAS No. 150”). The statement establishes standards for how an
issuer classifies and measures certain financial instruments with characteristics of both liabilities and equity. It requires that an issuer
classify a financial instrument that is within the scope of SFAS No. 150 as a liability (or an asset in some circumstances). Certain
provisions of this statement are effective for financial instruments entered into or modified after May 31, 2003. In October 2003,
FASB deferred indefinitely certain provisions of this statement pertaining to non-controlling interests in limited life entities. The
implementation of the provisions of SFAS No. 150 which are effective did not have an impact on the Company’s results of opera-
tions or financial position.

On March 9, 2004, the Securities and Exchange Commission (“SEC”) issued Staff Accounting Bulletin No. 105, “Application of
Accounting Principles to Loan Commitments,” (“SAB 1057). SAB 105 applies to all interest rate lock commitments (“IRLCs”)
entered into after March 31, 2004. SAB 105 expresses the SEC staff’s view that the fair value of IRLCs should not consider the
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expected future cash flows related to the associated servicing of the future loan. CTX Mortgage Company, LLC does enter into
IRLCs with certain customers; however, no servicing income is recorded upon entering into the IRLC. Accordingly, SAB 105 will
not have an effect on the Company’s financial position or results of operations.

Reclassifications

Certain prior year balances have been reclassified to conform to the fiscal 2004 presentation,

(B) RESIDENTIAL MORTGAGE LOANS HELD FOR INVESTMENT
Residential mortgage loans held for investment, including real estate owned, consisted of the following:

‘ March 31,
2004 2003
Residential Mortgage Loans Held for Investment $6,554,513 $4,671,210
Allowance for Losses on Residential Mortgage Loans
Held for Investment (56,358 (28,384
Residential Mortgage Loans Held for Investment,
net of Allowance for Losses $6,498,155 $4,642,826

At March 31, 2004, contractual maturities of residential mortgage loans held for investment were as follows:

2005 s 77,999
2006 81,931
2007 86,520
2008 93,730
2009 and thereafter 6,214,333

$6,554,513

It is the Company’s experience that a substantial portion of the loan portfolio generally is renewed or repaid prior to contractual
maturity dates. The above maturity schedule should not be regarded as a forecast of future cash collections.

(C) ALLOWANCE FOR LOSSES ON RESIDENTIAL MORTGAGE LOANS HELD FOR INVESTMENT
Changes in the allowance for losses on residential mortgage loans held for investment were as follows:

[ For the Years Ended March 31,
2004 2003 2002

Balance at Beginning of Period $ 28,384 $ 14,106 $ 2,814

Provision for Losses 79,503 34,859 17,415

Recoveries on Loans Charged Off 204 160 259

Losses Sustained (51,733) (20,741) (6,382
Balance at End of Period $ 56,358 S 28,384 $14,106
Allowance as a Percentage of Gross Loans

Held for Investment 0.9% 0.6% 0.4%
Allowance as a Percentage of 90+ Days

Contractual Delinquency 36.4% 23.2% 16.9%
90+ Days Contractual Delinquency (based on months)

Total Dollars Delinquent $154,868 $122,479 $83,490

% Delinquent 2.4% 2.6% 2.6%
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(D) PROPERTY AND EQUIPMENT

Property and equipment cost by major category and accumulated depreciation are summarized below:

r March 31,
2004 2003
Land, Buildings and Improvements $ 98,887 $ 82,132
Machinery, Equipment and Other 218,883 211,311
317,770 293,443
Accumulated Depreciation (161,879) (147,114) |
$ 155,891 | s 146,329

The Company had depreciation expense related to property and equipment of $39.5 million, $35.9 million, and $32.9 million

for fiscal 2004, 2003, and 2002, respectively.

(E) GooDWILL

A summary of changes in goodwill by segment for the years ended March 31, 2004 and 2003 are presented below:

Home Financial Construction

Building Services Services Other Total
Balance as of March 31, 2002 $ 84,151 $16,815 $1,007 $ 87,295 $189,268
Goodwill Acquired 38,860 240 - 1,978 41,078
Sale of Chemical Lawn Care Operations - - - (17,393) (17,393)
Other - - - (14) (14
Balance as of March 31, 2003 123,011 17,055 1,007 71,866 212,939
Goodwill Consolidated or Acquired 36,425 414 | = 6674 | 43,513
Other (829) (867) - (498) (2,194
Balance as of March 31, 2004 $158,607 $16,602 $1,007 $ 78,042 $254,258

Goodwill for the Other segment at March 31, 2004 and 2003 is related to the Company’s home services operations. Included in

Assets of Discontinued Operations at March 31, 2003 is $67.3 million of goodwill related to manufactured housing, $51.6 million
related to the Company’s investment in Construction Products and $40.3 million of Construction Products’ goodwill.

As explained in Note (G), “Merger of 3333 Holding Corporation and Subsidiary and Centex Development Company, L.P. and
Subsidiaries,” the Company acquired through merger the Partnership, which resulted in the consolidation of $36.4 million in Home
Building’s goodwill.

The Company made several acquisitions during fiscal 2003 that resulted in an increase to goodwill. The largest fiscal 2003
acquisition was Centex Homes’ acquisition of substantially all of the St. Louis and Indianapolis home building operations of
The Jones Company on January 2, 2003 for a total purchase price of $141.3 million, Operations of The Jones Company are
included in our results of operations for the three months ended March 31, 2003, contributing revenues of $§47.7 million and an
operating loss of $0.4 million.

Centex pro forma financial information is not presented as the pro forma impact of the fiscal 2004 and 2003 acquisitions on the
results of operations were not signiﬁca.nt.
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(F) INDEBTEDNESS
Balances of short-term and long-term debt (debt instruments with original maturities greater than one year) and weighted-average
interest rates at March 31 were (due dates are presented in fiscal years):

[ March 31,
2004 2003
Weighted- Weighted-
Average Average
Interest Rate Interest Rate

Short-term Debt:
Financial Services

Financial Institutions $ 601,718 1.42% $ 283,146 1.99%
Secured Liquidity Notes:
Harwood Street Funding I, LLC 936,000 1.15% - -
Harwood Street Funding II, LLC 566,798 1.15% 559,083 1.41%
Consolidated Short-term Debt 2,104,516 842,229

Long-term Debt:

Centex
Medium-term Note Programs, due through 2007 258,000 4.67% 281,000 4.79%
Long-term Notes, due through 2014 1,808,332 6.73% 1,508,116 7.05%
Other Indebtedness, due through 2010 152,152 3.13% 36,249 3.54%
Subordinated Debt:
Subordinated Debentures, due in 2007 99,763 8.75% 99,694 8.75%
Subordinated Debentures, due in 2006 99,943 7.38% 99,894 7.38%

2,418,190 2,024,953

Financial Services
Home Equity Asset-Backed Certificates,
due through 2034 5,964,924 3.52% 4,081,590 4.52%
Harwood Street Funding I, LLC Variable Rate
Subordinated Extendable Certificates,

due through 2007 139,000 3.06% - -
Harwood Street Funding II, LLC Variable Rate
Subordinated Nates, due through 2009 93,750 3.24% 75,000 3.38%
6,197,674 4,156,590
Consolidated Long-term Debt 8,615,864 6,181,543

Total Debt $10,720,380 7,023,772
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The weighted-average interest rates for short-term and long-term debt during the years ended March 31, 2004, 2003, and
2002 were:

{ For the Years Ended March 31,
2004 2003 2002
Short-term Debt 1.2% 1.6% 2.3%
Long-term Debt:
Centex
Medium-term Note Programs® 5.30% 5.31% 6.56%
Long-term Notes 6.87% 7.72% 8.48%
Other Indebtedness 2.93% 4.16% 7.96%
Subordinated Debentures 8.07% 8.07% 8.07%
Financial Services
Centex Home Equity Company, LLC
Long-term Debt® 3.51% 4.50% 5.49%
CTX Mortgage Company, LLC
Long-term Debt® 2.56% — —

(1) Interest rates include the effects of an interest rate swap agreement.
(2) Consists of Centex Home Equity Company, LLC Asset-Backed Certificates and Harwood Street Funding I, LLC Variable Rate Subordinated Notes.
(3) Consists of Harwood Street Funding I, LLC Variable Rate Subordinated Extendable Certificates.

Maturities of Centex and Financial Services long-term debt during the next five years ending March 31 are:

Financial

Centex Services Total

2005 § 33,679 $1,977,981 82,011,660
2006 346,059 1,852,243 2,198,302
2007 391,949 1,317,867 1,709,816
2008 359,771 592,281 952,052
2009 1,187 413,094 414,281
Thereafter 1,285,545 44,208 1,329,753
$2,418,190 $6,197,674 $8,615,864

Financial Services long-term debt associated with Home Equity includes Asset-Backed Certificates of $5.96 billion at March 31,
2004. These Asset-Backed Certificates relate to securitized residential mortgage loans structured as collateralized borrowings. The
holders of such debt have no recourse for non-payment to Centex Home Equity Company, LLC or Centex Corporation; however,
Centex Home Equity Company, LLC remains liable for customary loan representations. The principal and interest on these certifi-
cates are paid from the liquidation of the underlying residential mortgage loans, which serve as collateral for the debt. Accordingly,
the timing of the principal payments on these certificates is dependent upon the payments received on the underlying residential
mortgage loans. The expected maturities of this component of long-term debt are based on contractual maturities adjusted for
projected prepayments.

At March 31, 2003, included in other long-term debt, was a $2.1 million convertible subordinated debenture sold at par in 1985
to a corporate officer, which bore interest at LIBOR plus 1.5%. In connection with this transaction, the Company guaranteed the
payment of a $2.1 million note payable to a bank by the officer. In May 2003, the convertible subordinated debenture was converted
by the corporate officer into 400,000 shares of the Company’s Common Stock and the Company guarantee was terminated.

Under the Company’s debt covenants, the Company is required to maintain certain leverage and interest coverage ratios and a
minimum tangible net worth. At March 31, 2004, the Company was in compliance with all of these covenants,
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Credit Facilities

The Company’s existing credit facilities and available borrowing capacity as of March 31, 2004 are summarized below:

Existing Credit Available
Facilities Capacity
Centex
Centex Corporation
Multi-Bank Revolving Credit Facility $ 800,000 $ 800,000
Multi-Bank Revolving Letter of Credit Facility 250,000 80,351
1,050,000 880,351
International homebuildin
Multi-Bank Revolving Credit Facility 182,620 82,179
Unsecured Credit Facility 36,524 36,524
219,144 118,703®
Financial Services
Unsecured Credit Facility 125,000 125,000
Secured Credit Facilities 425,000 73,075
Harwood Street Funding I, LLC Facility 3,000,000 1,675,413
Harwood Street Funding 11, LLC Facility 2,500,000 1,839,452
6,050,000 | 3,712,940
$7,319,144 $4,711,9947 |

(1) This is a committed, multi-bank revolving credit facility, maturing in August 2006, which serves as backup for commercial paper borrowings. As of March 31, 2004,
there were no borrowings under this backup facility, and the Company’s $700 million commercial paper program had no amounts outstanding, There have been no
borrowings under this revalving credit facility since inception.

(2) This is a committed, multi-bank revolving letter of credit facility, maturing in August 2004, Letters of credit issued under this facility may expire no later than

August 2005.

(3) In conjunction with the issuance of surety bonds in support of our Construction Services activity, Centex Corporation will provide letters of credit of up to §100 mil-
lion if Centex Corporation"s public debt ratings fall below investment grade. In support of this ratings trigger, we maintain a minimum of $100 million in unused commit-
ted credit at all times.

{#) The international homebuilding operations maintain a secured, committed, multi-bank revolving £100 million credit facility. This facility is not guaranteed by nor is
there recourse to Centex Corporation. The international homebuilding operations also maintain an uncommitted, unsecured £20 million credit facility guaranteed by
Centex Corporation.

(5) Centex Corporation, CTX Mortgage Company, LLC and its related companies and Home Equity, on a joint and several basis, share in a $125 million uncommitted,
unsecured credit facility.

(6) CTX Mortgage Company, LLC and its related companies and Home Equity share in a $250 million committed secured credit facility to finance mortgage inventory.
CTX Mortgage Company, LLC and its related companies also maintain $165 million of committed secured mortgage warehouse facilities to finance mortgages. In

April 2004, these facilities, which totaled $165 million, increased to $210 million, Home Equity also maintains a $10 million committed secured mortgage warehouse
facility to finance mortgages.

(7) The amount of available borrowing capacity includes $4.55 billion of committed capacity and $162 million of uncommitted capacity as of March 31, 2004. Although
the Company believes that the uncommitted capacity is currently available, there can be no assurance that the lenders under these facilities would elect to make advances if
and when requested to do so.

CTX Mortgage Company, LLC and Harwood Street Funding 1, LLC

CTX Mortgage Company, LLC finances its inventory of mortgage loans held for sale principally through sales of conforming and
Jumbo “A” loans to HSF-1, pursuant to a mortgage loan purchase agreement (the “HSF-I Purchase Agreement”). Since 1999, CTX
Mortgage Company, LLC has sold substantially all of the conforming and Jumbo “A” mortgage loans that it originates to HSF-I in
accordance with the HSF-1 Purchase Agreement. HSF-I's commitment to purchase eligible mortgage loans continues in effect until
the occurrence of certain termination events described in the HSF-I Purchase Agreement. When HSF-I acquires these loans, it
typically holds them for a period of 45 to 60 days and then resells them into the secondary market. In accordance with the HSF-I
Purchase Agreement, CTX Mortgage Company, LLC acts as servicer of the loans owned by HSF-I and arranges for the sale of the
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eligible mortgage loans into the secondary market. HSF-I obtains the funds needed to purchase eligible mortgage loans from CTX
Mortgage Company, LLC by issuing (1) short-term secured liquidity notes that are currently rated A1+ by Standard & Poor’s (“S&P”)
and P-1 by Moody’s Investors Service (“Moody’s”), (2) medium-term debt that is currently rated A1+ by S&P and P-1 by Moody’s
and (3) subordinated certificates maturing in September 2004, November 2005 and June 2006, extendable for up to five years, that
are currently rated BBB by S&P and Baa2 by Moody’s. Under the terms of the HSF-I Purchase Agreement, CTX Mortgage Company,
LLC may elect to sell to HSF-1, and HSF-I is obligated to purchase from CTX Mortgage Company, LLC, mortgage loans that satisfy
certain eligibility criteria and portfolio requirements. At March 31, 2004, the maximum amount of mortgage loans that HSF-I is
allowed to carry in its inventory under the HSF-I Purchase Agreement is $3.00 billion. This arrangement provides CTX Mortgage
Company, LLC with reduced financing cost for eligible mortgage loans it originates and improves its liquidity.

In January 2003, the FASB issued FIN 46, which modified the accounting for certain entities in which (1) equity investors do not
have a controlling financial interest and/or (2) the entity is unable to finance its activities without additional subordinated financial
support from other parties. Pursuant to FIN 46, HSF-1 is a variable interest entity for which the Company is the primary benefici-
ary. Accordingly, HSF-I was consolidated in the Company’s financial statements beginning July 1, 2003. Prior to the implementation
of FIN 46, HSF-1 was not consolidated in the Company’s financial statements. As a result of the consolidation of HSF-I, the
Company recorded a cumulative effect of a change in accounting principle of $13.3 million, net of tax, in the quarter ended
September 30, 2003. This cumulative effect of a change in accounting principle primarily represented the deferral of service release
premium income, offset to a lesser extent by the deferral of certain loan origination costs, which was recognized as loans were sold
into the secondary market. The consolidation of HSF-1 resulted in an increase in the Company’s residential mortgage loans held for
sale with a corresponding increase in the Company’s debt of approximately $1.32 billion at March 31, 2004. In addition, interest
income and interest expense of HSF-I subsequent to June 30, 2003, are reflected in the Company’s financial statements. Because
HSF-1 is a consolidated entity as of July 1, 2003, all transactions between the Company and HSF-I subsequent to June 30, 2003 are
eliminated in consolidation.

HSF-1 has entered into a swap arrangement with a bank (the “Harwood Swap”) under which the bank has agreed to make certain
payments to HSE-1, and HSF-I has agreed to make certain payments to the bank, the net effect of which is that the bank has agreed
to bear certain interest rate risks, non-credit related market risks and prepayment risks related to the mortgage loans held by HSF-1.
The purpose of this arrangement is to provide credit enhancement to HSF-I by permitting it to hedge these risks with a counterpar-
ty having a short-term credit rating of A1+ from S&P and P-1 from Moody’s. However, the Company effectively bears all interest
rate risks, non-credit related market risks and prepayment risks that are the subject of the Harwood Swap because Centex has
entered into a separate swap arrangement with the bank pursuant to which Centex has agreed to pay to the bank all amounts that
the bank is required to pay to HSF-I pursuant to the Harwood Swap plus a monthly fee equal to a percentage of the notional amount
of the Harwood Swap. Additionally, the bank is required to pay to Centex all amounts that the bank receives from HSF-I pursuant to
the Harwood Swap. Financial Services executes the forward sales of CTX Mortgage Company, LLC’s loans to hedge the risk of
reductions in value of mortgages sold to HSF-I or maintained under secured financing agreements. This offsets the majority of the
Company’s risk as the counterparty to the swap supporting the payment requirements of HSF-1. See additional discussion of interest
rate risks in Note (N), “Derivatives and Hedging”The Company is also required to reimburse the bank for certain expenses, costs
and damages that it may incur.

HSF-I’s debt does not have recourse to the Company, and the consolidation of this debt did not change the Company’s debt rat-
ings. The Company does not guarantee the payment of any debt or subordinated extendable certificates of HSF-1 and is not liable for
credit losses relating to securitized residential mortgage loans sold to HSF-I. However, the Company retains certain risks related to
the portfolio of mortgage loans held by HSF-1. In particular, CTX Mortgage Company, LLC makes representations and warranties
to HSF-1 to the effect that each mortgage loan sold to HSE-I satisfies the eligibility criteria and portfolio requirements discussed
above. CTX Mortgage Company, LLC may be required to repurchase mortgage loans sold to HSF-I if such mortgage loans are
determined to be ineligible loans or there occur certain other breaches of representations and warranties of CTX Mortgage
Company, LLC, as seller or servicer. CTX Mortgage Company, LLC’s obligation as servicer to repurchase such loans is guaranteed
by Centex Corporation. CTX Mortgage Company, LLC records a liability for its estimated losses for these obligations and such
amount is included in its loan origination reserve. CTX Mortgage Company, LLC and its related companies sold $16.25 billion of
mortgage loans to investors during the year ended March 31, 2004, CTX Mortgage Company, LLC sold $10.55 billion and $10.20
billion of mortgage loans to HSF-I and other investors during the years ended March 31, 2003 and 2002, respectively. CTX
Mortgage Company, LLC and its related companies recognized gains on the sale of mortgage loans of $240.4 million, $254.5 mil-
lion and $188.9 million for the years ended March 31, 2004, 2003 and 2002, respectively.
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Centex Home Equity Company, LLC and Harwood Street Funding II, LLC

Home Equity finances its inventory of mortgage loans held for investment principally through HSE-11, a wholly-owned, consolidated
entity, under a revolving sales agreement that expires upon final payment of the senior and subordinated debt issued by HSF-11. This
arrangement, where HSF-1I has committed to finance all eligible loans, gives Home Equity daily access to HSF-II's capacity of $2.50
billion. HSF-II obtains funds through the sale of subordinated notes that are currently rated BBB by S&P, Baa2 by Moody’s and BBB
by Fitch Ratings (“Fitch”) and short-term secured liquidity notes that are currently rated A1+ by S&P’s, P-1 by Moody’s and F1+ by
Fitch. Because HSF-I1 is a consolidated entity, the debt, interest income and interest expense of HSF-I are reflected in the financial
statements of Financial Services. HSF-II's debt does not have recourse to the Company and the consolidation of this debt does not
change the Company’s debt ratings.

In the event Financial Services is unable to finance its inventory of loans through HSF-I and HSF-II, it would draw on existing
credit facilities currently held in addition to HSF-I and HSF-II. In addition, Financial Services would need to make other customary
financing arrangements to fund its mortgage loan origination activities. Although the Company believes that Financial Services could
arrange for alternative financing that is common for non-investment grade mortgage companies, there can be no assurance that such
financing would be available on satisfactory terms, and any delay in obtaining such financing could adversely affect the results of
operations of Financial Services.

(G) MERGER OF 3333 HOLDING CORPORATION AND SUBSIDIARY AND CENTEX DEVELOPMENT COMPANY, L.P.
AND SUBSIDIARIES

On February 29, 2004, the Company completed the acquisition of 3333 Holding Corporation (“Holding”) and the Partnership
through a series of transactions which included mergers with the Company’s subsidiaries. The transactions were approved by the
Company’s stockholders and holders of beneficial interests in Holding at a special joint meeting of stockholders held on February
25, 2004. This transaction terminated the tandem trading relationship between the Company’s Common Stock and the common
stock of Holding, as well as the stockholder warrants of the Partnership. For their interests in the securities of Holding and the
Partnership, the Company’s stockholders of record on February 29, 2004 received an amount equal to $0.02 per share of the
Company’s Common Stock totaling approximately $1.2 million, which was paid on March 10, 2004.

The mergers resulted in the consolidation of Holding and the Partnership. As a result of the mergers, effective March 1, 2004, the
Company eliminated its investment in the Partnership of $370.6 million, recorded net assets of $370.6 million including goodwill of
$36.4 million, and recorded a dividend to stockholder of §1.2 million. Operations of Holding and the Partnership have been consoli-
dated in the Company’s results of operations from March 1, 2004 through March 31, 2004. Prior to the merger, the Company
accounted for its limited partnership interest in the Partnership using the equity method of accounting for investments. However,
Centex pro forma financial information is not presented as the impact of this acquisition on the Company’s results of operations was
not significant as the investment in the Partnership was already accounted for under the equity method of accounting,

The Partnership was a master limited partnership formed by the Company in March 1987 to broaden the range of business
activities conducted for the benefit of the Company’s stockholders to include general real estate development.

(H) COMMITMENTS AND CONTINGENCIES

The Company conducts a portion of its land acquisition, development and other activities through its participation in joint ventures
in which the Company holds less than a majority interest. These land related activities typically require substantial capital, and part-
nering with other developers allows Centex Homes to share the risks and rewards of ownership while providing for efficient asset
utilization. The Company’s investment in these non-consolidated joint ventures was $140.1 million and $102.3 million at March 31,
2004 and 2003, respectively. These joint ventures had total outstanding secured construction debt of approximately $207.7 million
and $232.5 million at March 31, 2004 and 2003, respectively. The Company’s maximum potential liability with respect to this debt,
based on its ownership percentage of the related joint ventures, is approximately $53.0 million and $41.9 million at March 31,
2004 and 2003, respectively. Under the structure of this debt, the Company becomes liable up to these amounts only to the extent
that the construction debt exceeds a certain percentage of the value of the project. At March 31, 2004 and 2003, the Company was
not liable for any of this debt. For a discussion of the impact of FIN 46 on our accounting for transactions with non-consolidated
joint ventures, see “Recent Accounting Pronouncements” on pages 33-34 of this Report.

In the normal course of its business, the Company issues certain representations, warranties and guarantees related to its home
sales, land sales, building sales, commercial construction and mortgage loan originations. The Company believes that it has established
the necessary accruals for these representations, warranties and guarantees. See further discussion on our warranty liability below.

Home Building offers a ten-year limited warranty for most homes constructed and sold in the United States and in the United
Kingdom. The United States warranties cover defects in materials or workmanship in the first year of the home and certain desig-
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nated components or structural elements of the home in the second through tenth years. The United Kingdom warranties cover
defects in materials or workmanship in various components of the home for the first two years and designated structural elements
of the home in the third through tenth years. In California, effective January 1, 2003, Centex Homes began following the statutory
provisions of Senate Bill 800, which in part provides a statutory warranty to customers and a statutory dispute resolution process.
Home Building estimates the costs that may be incurred under its warranty program for which it will be responsible and records a
liability at the time each home is closed. Factors that affect Home Building’s warranty liability include the number of homes closed,
historical and anticipated rates of warranty claims and cost per claim. Home Building periodically assesses the adequacy of its
recorded warranty liability and adjusts the amounts as necessary.

Effective April 1, 2004, Home Building’s United States warranties covering defects in materials or workmanship were extended
to two years.

Changes in Home Building’s contractual warranty liability at March 31 are as follows:

L March 31,

2004 2003
Balance at Beginning of Period $ 16,125 $ 15,097
Warranties Issued 29,806 20,377
Settlements Made (25,597) (18,307)
Changes in Liability of Pre-Existing Warranties, Including Expirations (188) (1,042)
Balance at End of Period $ 20,146 $ 16,125

CTX Mortgage Company, LLC has established a liability for anticipated losses associated with loans originated. Changes in
CTX Mortgage Company, LLC’s mortgage loan origination reserve at March 31 are as follows:

l March 31,

2004 2003
Balance at Beginning of Period $28,594 521,693
Provisions for Losses 1,837 8,401
Settlements (5,386) (1,500 |
Balance at End of Period $25,045 $28,594 |

In the normal course of its business, the Company and/or its subsidiaries are named as defendants in certain suits filed in various
state and federal courts. Management believes that none of the litigation matters in which the Company or any subsidiary is involved
would have a material adverse effect on the consolidated financial condition or operations of the Company.

In January 2003, Centex received a request for information from the United States Environmental Protection Agency (“EPA”)
pursuant to Section 308 of the Clean Water Act seeking information about storm water discharge practices at projects that Centex
subsidiaries had completed or were building. Subsequently, the EPA limited its request to Centex Homes and 30 communities.
Centex Homes has provided the requested information and the EPA has asserted that some of these and certain other communities
have violated regulatory requirements applicable to storm water discharges, and that injunctive relief and civil penalties may be
warranted. Centex Homes has defenses to the allegations made by the EPA and is exploring methods of settling this matter.

While the amount of civil penalties, if any, and the cost of injunctive relief, if any, are undetermined, the Company is confident
that such amounts will not be material to its consolidated financial condition or operations.

The Company leases certain office facilities and other equipment under operating leases. Future minimum payments under the
noncancelable leases are as follows: 2005 — $56.9 million; 2006 — $49.1 million; 2007 — $41.7 million; 2008 ~ $36.1 million;
2009 — $27.7 million and thereafter — $68.4 million.

Rental expense for the years ended March 31, 2004, 2003 and 2002 was $52.3 million, $43.6 million and $49.7 million, respectively.

(1) LAND HELD UNDER OPTION AGREEMENTS NOT OWNED AND OTHER LAND DEPOSITS

The Company has determined that in accordance with the provisions of FIN 46, it is the primary beneficiary of certain lot option
agreements at March 31, 2004. As a result, the Company recorded $332.7 million of land as inventory under the caption land held
under option agreements not owned, with a corresponding increase to minority interests. In addition, at March 31, 2004, the
Company reclassified $29.7 million of deposits related to these options, previously included in land held for development and sale,
to land held under option agreements not owned.
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At March 31, 2004, the Company had deposited or invested with third parties $88.7 million (excluding the $29.7 million
of deposits discussed above) included in land held for development and sale related to lot option agreements. The lot option
agreements related to these deposits had a total remaining purchase price of approximately $3.20 billion.

(J) COMPREHENSIVE INCOME
Comprehensive income is summarized below:

[ For the Years Ended March 31,
2004 2003 2002
Net Earnings $827,686 $555,919 $382,226
Other Comprehensive Income (Loss), net of Tax:
Unrealized Gain (Loss) on Hedging Instruments 5,706 (10,849) (11,033)
Foreign Currency Translation Adjustments 36,864 19,330 2,622
Other 964 (1,516) 552
Comprehensive Income $871,220 $562,884 $374,367

The foreign currency translation adjustments are primarily the result of the Partnership’s translated assets, liabilities and income
statement accounts. The unrealized gain (loss) on hedging instruments represents the deferral in other comprehensive income of the
unrealized gain (loss) on swap agreements designated as cash flow hedges. The accounting for interest rate swaps and other derivative
financial instruments is discussed in detail in Note (N), “Derivatives and Hedging” Other consists of the unrealized gain (loss) on
investments, which represents mark to market adjustments to securities available for sale by the Company.

The components of accumulated other comprehensive income are as follows:

L As of March 31, 2004
—|7 Before Tax Tax (Expense) Net-of-Tax
Amount Benefit Amount
Unrealized Loss on Hedging Instruments $(23,041) $6,865 $(16,176)
Foreign Currency Translation Adjustments 53,719 — 53,719
Accumulated Other Comprehensive Income $ 30,678 $6,865 ] $ 37,543

(K) BUSINESS SEGMENTS

As of March 31, 2004, the Company operated in four principal business segments: Home Building, Financial Services, Construction
Services and Investment Real Estate. These segments operate primarily in the United States, and their markets are nationwide.
Revenues from any one customer are not significant to the Company. Intersegment revenues and investments in joint ventures are
not material and are not shown in the following tables.

In June 2003, the Company spun off to its stockholders substantially all of its manufactured housing operations, which had
previously been included in the Other segment. In January 2004, we spun off to our stockholders our entire equity interest in
Construction Products, our former construction products subsidiary, which had previously been reported as a separate business
segment. All Construction Products operations, assets and liabilities are reflected as a discontinued operation and are not included
in the segment information below.

Home Building

Home Building’s operations involve the purchase and development of land or lots and the construction and sale of detached and
attached single-family homes domestically and the purchase and development of land or lots and the construction and sale of a range
of products from small single-family units to executive houses and apartments throughout the United Kingdom.
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Financial Services

Financial Services’ mortgage operations consist primarily of home financing, sub-prime home equity lending and the sale of title
insurance and other various insurance coverages. These activities include mortgage origination, servicing and other related services
for homes sold by the Company’s subsidiaries and others. Financial Services’ revenues include interest income of $525.9 million,
$356.8 million and $266.9 million in fiscal 2004, 2003 and 2002, respectively. Substantially all of the Company’s interest income in
each year is earned by the Financial Services segment. Financial Services’ cost of sales is comprised of interest expense related to
debt issued to fund its home financing and sub-prime home equity lending activities.

Construction Services

Construction Services’ operations involve the construction of buildings for both private and government interests including educational
institutions, hospitals, military housing, correctional institutions, airport facilities, office buildings, hotels and resorts and sports
facilities. As this segment generates positive cash flow, intercompany interest income (credited at the prime rate in effect) of $4.9
million, $6.2 million and $7.1 million for fiscal 2004, 2003 and 2002, respectively, is included in management’s evaluation of this
segment. However, the intercompany interest income is eliminated in consolidation and excluded from the tables presented below.

Investment Real Estate

Investment Real Estate’s operations involve the development and sale of land, primarily for industrial, office, multi-family, retail,
residential and mixed-use projects. Investment Real Estate historically conducted its operations directly and through the Company’s
investment in the Partnership, which was accounted for under the equity method of accounting, The Partnership’s operations
include domestic real estate operations and an international homebuilding business located in the United Kingdom. As previously
described in Note (G), “Merger of 3333 Holding Corporation and Subsidiary and Centex Development Company, L.P. and
Subsidiaries,” in February 2004, the Company acquired Holding and the Partnership. Subsequent to the merger, the Company has
consolidated the financial results of the Partnership; and as a result, the Company has realigned its reporting for the Partnership,
whereby the Partnership’s international homebuilding operations are included in the Home Building business segment. The
Partnership’s domestic operations continue to be reported in the Investment Real Estate business segment. Prior period amounts
have been reclassified to conform to the current year presentation, The Company has determined that no significant capital will be
allocated to Investment Real Estate for new business development. Beginning April 1, 2004, the Investment Real Estate financial
results will be included in the Other business segment.

Other

The Company’s Other segment includes corporate general and administrative expenses and interest expense. Also included in the
Other segment are the Company’s home services operations, which are not material for purposes of segment reporting. In June
2003, the Company spun off substantially all of its manufactured housing operations, which had previously been included in the
Other segment. All remaining manufactured housing operations and related assets are reflected as a discontinued operation and not
included in the segment information below.

The following are included in Other in the tables below (dollars in millions):

‘ For the Years Ended March 31,
2004 2003 2002
Operating (Loss) Earnings from home services $ (23) s (9.6) $ 4.0
Corporate General and Administrative Expense (105.5) (60.3) (50.2)
Interest Expense (39.9) (60.3) (58.6)
Other - (0.6) {0.6)
$(147.7) 5(130.8) $(105.4) |
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{ (Dollars in millions) For the Year Ended March 31, 2004
Home Financial Construction Investment
Bm’lding Services Services Real Estate Other Total
Revenues $ 7,599.5 $1,047.9 $ 1,596.3 $37.9 $ 81.8 $10,363.4
Cost of Sales (5,607.2) (223.8) (1,519.8) 0.7 (38.5) (7,388.6)
Selling, General and Administrative
Expenses (1,042.3) (593.8) (60.1) (8.3) (191.0) (1,895.5)
Earnings from Unconsolidated Entities 55.3 - - 14.5 - 69.8
Earnings (Loss) from Continuing
Operations Before iIncome Tax $ 1,005.3 $ 230.3 3 16.4 $44.8 $(147.7) $ 1,149.1
Segment Assets $ 6,189.6 $9,082.5 $ 3415 $98.0 $ 357.0 $16,068.6
Capital Expenditures $ 334 $  16.7 $ 2.0 $ 0.2 $ 3.8 $ 56.1
Depreciation and Amortization $ 242 $ 174 $ 1.9 $ 0.3 $ 294 $ 73.2

The Home Building segment includes revenues and total assets of $80.5 million and $556.1 million, respectively, from opera-
tions in the United Kingdom. Depreciation and Amortization for discontinued operations was $27.8 million for the fiscal year ended
March 31, 2004,

[ (Dollars in millions) For the Year Ended March 31, 2003
Home Financial Construction Investment
Building Services Services Real Estate Other Total
Revenues $ 5,922.7 S 855.0 $ 1,517.9 $ 33.3 § 99.8 $ 8,428.7
Cost of Sales (4,454.0) (184.5) (1,413.6) (3.0 (35.3) (6,090.4)
Selling, General and Administrative
Expenses (849.2) (508.7) (73.6) (9.5) (195.3) (1,636.3)
Earnings from Unconsolidated Entities 32.2 - - 13.2 — 45.4
Earnings (Loss) from Continuing
Operations Before Income Tax $  651.7 $ 161.8 s 30.7 $ 34.0 $(130.8 $  747.4
Segment Assets $ 4,000.3 $5,670.3 $ 2928 $293.3 $ 600.2 $10,856.9
Capital Expenditures $  28.4 s 16.6 $ 2.0 $ - $ 27.7 $ 74.7
Depreciation and Amortization $ 18.7 $ 17.0 S 2.5 $ 0.4 § 35.8 $ 74.4

Depreciation and Amortization for discontinued operations was $38.8 million for the fiscal year ended March 31, 2003.

r(Dollars in millions) For the Year Ended March 31, 2002 J
Home Financial Construction Investment
Building Services Services Real Estate Other Total

Revenues $ 4,972.2 $ 699.8 $ 1,296.0 $ 53.4 § 102.4 $ 7,123.8
Cost of Sales (3,754.3) (159.1) (1,196.1) (12.1) (38.0) (5,159.6)
Selling, General and Administrative

Expenses (743.9) (426.0) (63.7) (12.2) (169.8) (1,415.6)
Earnings from Unconsolidated Entities 24.9 - — 6.7 — 31.6
Earnings (Loss) from Continuing

Operations Before Income Tax $  498.9 $ 114.7 $  36.2 $ 35.8 $(105.4) $ 580.2
Segment Assets $ 3,030.5 $4,148.0 S 260.2 §299.2 $ 415.2 § 8,153.1
Capital Expenditures $ 20.9 s 10.7 $ 3.9 s 0.1 § 9.7 $  45.3
Depreciation and Amortization s 16.2 s 158 $ 2.6 | $ 0.4 $ 177 $ 527

Depreciation and Amortization for discontinued operations was $37.9 million for the fiscal year ended March 31, 2002.
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The reconciliation of segment assets to consolidated total assets at the end of each year, in millions of dollars, is as follows:

l For the Years Ended March 31,

2004 2003 2002
Segment Assets $16,068.6 $10,856.9 $8,153.1
Assets from Discontinued Operations - 753.6 832.4
Total Consolidated Assets $16,068.6 $11,610.5 $8,985.5

(L) INCOME TAXES
The provision for income taxes includes the following components:

| For the Years Ended March 31,
2004 2003 2002
Current Provision
Federal $310,088 $169,785 $220,043
State 44,042 48,351 33,744
354,130 218,136 253,787
Deferred Provision (Benefit)
Federal (1,563) 4,452 (33,426)
State 19,366 (2,050) 1,467
17,803 2,402 (31,959)
Provision for Income Taxes \ $371,933 §220,538 $221 ,828—’

The difference between income taxes computed at the federal statutory rate of 35% and the actual amounts were as follows:

'7 For the Years Ended March 31,
2004 2003 2002

Earnings from Continuing Operations Before Income

Taxes and Cumulative Effect of a Change in

Accounting Principle $1,149,064 $747,350 $580,230
Income Taxes at Statutory Rate $ 402,172 $261,573 $203,081
Increases (Decreases) in Tax Resulting from —

State Income Taxes, net 42,037 29,738 23,388

Change in Valuation Allowance (54,353) (88,843) (8,235)

Other (17,923 18,070 3,594
Provision for Income Taxes $ 371,933 $220,538 $221,828
Effective Tax Rate | 32% 30% 38%

The deferred income tax provision (benefit) results from the following temporary differences in the recognition of revenues and
expenses for tax and financial reporting purposes:

ﬁ For the Years Ended March 31,

2004 2003 2002
Securitization Reporting Differences $ 20,669 $ 9,554 $(25,663)
Net Operating Loss Carryforwards 55,226 87,570 16,576
Change in Valuation Allowance (54,353) (88,843) (8,235)
Financial Accrual Changes and Other (3,739) (5,879) (14,637)
Deferred Income Tax Provision (Benefit) $ 17,803 $ 2,402 $(31,959)

4. €
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Components of deferred income taxes are as follows:

] March 31,
2004 2003
Deferred Tax Assets
Deferred Compensation $ 20,848 $ 10,463
Net Operating Loss Carryforwards 39,457 94,056
Uniform Capitalization for Tax Reporting 67,735 59,706
Financial Accruals 119,084 98,226
State Income Taxes - 15,553
Securitization Reporting Differences 16,123 36,792
All Other 4,931 19,517
Total Deferred Tax Assets ) 268,178 334,313
Valuation Allowance for Deferred Tax Assets (39,278) (93,004)
Net Deferred Tax Assets 228,900 241,309
Deferred Tax Liabilities
Deferred Income and Expenses - 13,428
Excess Tax Depreciation and Amortization 15,557 15,195
Interest and Real Estate Taxes Expensed as Incurred 40,637 28,323
Installment Sale Reporting 12,959 -
All Other 2,069 12,123
Total Deferred Tax Liabilities 71,222 69,069
Net Deferred Tax Assets $157,678 $172,240

At March 31, 2004, the Company had $112.8 million of net operating loss carryforwards available to reduce future federal tax-
able income including $1.8 million which resulted from the Company’s acquisition of 3333 Holding Corporation in February 2004.
A valuation allowance iof $0.7 million was established to offset the deferred tax assets of Holding. In fiscal 2004, the Company
utilized approximately $157.8 million of net operating loss carryforwards. A valuation allowance had previously been established
against approximately $154.8 million of the carryforwards utilized. The net operating loss carryforwards, if unused, expire in fiscal
years 2008 to 2021.

As of March 31, 2004, the Company has not provided for withholding taxes or U.S. federal income taxes on approximately $66
million of accumulated undistributed earnings of its foreign subsidiaries as they are considered by management to be permanently
reinvested. Determination of the deferred income tax liability of these unremitted earnings is not practicable as such liability, if any,
is dependent on circurmstances existing when remittance oceurs.

(M) CAPITAL STOCK AND EMPLOYEE BENEFIT PLANS

Stock Split

On March 12, 2004, the Company completed a two-for-one stock split in the form of a 100 percent stock dividend to Company
stockholders of record on February 29, 2004, All prior period stock prices, dividends and earnings per share have been restated to
give retroactive application to the stock split.
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Stockholder Rights Plan

On October 2, 1996, the Board of Directors of the Company (the “Board”) adopted a new stockholder rights plan (“Plan”) to
replace the original rights plan, which expired on October 1, 1996. In connection with the Plan, the Board authorized and declared
a dividend of one right (“Right”) for each share of Common Stock of the Company to all stockholders of record at the close of busi-
ness on October 15, 1996, After giving effect to the Company’s two-for-one stock splits effective March 2, 1998 and March 12,
2004, and the April 2002 amendment to the Plan increasing the exercise price, each Right entitles its holder to purchase one one-
hundredths of a share of a new series of preferred stock designated Junior Participating Preferred Stock, Series D, at an exercise
price of $105.00. The Rights will become exercisable upon the earlier of ten days after the first public announcement that a person
or group has acquired beneficial ownership of 15% or more of the Common Stock or ten business days after a person or group
announces an offer, the consummation of which would result in such person or group beneficially owning 15% or more of the
Common Stock (even if no purchases actually occur), unless such time periods are deferred by appropriate Board action. The Plan
excludes FMR Corp. from causing the rights to become exercisable until such time as FMR Corp., together with certain affiliated
and associated persons, collectively own 20% or more of the Common Stock.

If any person or group acquires beneficial ownership of 15% or more (or 20% or more in the case of FMR Corp.) of the
Common Stock, the Rights will entitle a holder (other than such person or any member of such group) to buy, at the exercise price,
a number of additional shares of Common Stock having a market value of twice the exercise price of each Right. Alternatively, if a
person or group has acquired 15% or more (or 20% or more in the case of FMR Corp.) of the Common Stock, but less than 50%
of the Common Stock, the Company may at its option exchange each Right of a holder (other than such person or any member of
such group) for one share of Common Stock. If the Company is involved in a merger or other business combination at any time
after a person or group has acquired beneficial ownership of 15% or more (or 20% or more in the case of FMR Corp.) of the
Common Stock or if, after reaching such 15% threshold, the Company were to sell 50% or more of its assets or earning power, the
Rights will entitle a holder to buy, at the exercise price, a number of shares of Common Stock of the acquiring Company having a
market value of twice the exercise price of each Right. In general, the Rights are redeemable at $.01 per Right until 15 days after
the Rights become exercisable as described above. Unless earlier redeemed, the Rights will expire on October 12, 2006.

Stock Options

Stock options granted under the Amended and Restated Centex Corporation 2003 Equity Incentive Plan (the “2003 Plan”), the
Amended and Restated Centex Corporation 2001 Stock Plan (the “2001 Plan”) and the Eighth Amended and Restated 1998 Centex
Corporation Employee Non-Qualified Stock Option Plan (the “1998 Plan”) may not be granted at less than fair market value.
Although the Centex Corporation Amended and Restated 1987 Stock Option Plan (the “1987 Plan”) provides that stock options
may be granted at less than fair market value, the Company has consistently followed the practice of issuing options at or above fair
market value. No options could be awarded under the 1987 Plan past fiscal 2001. The 1998 Plan provides for the grant of stock
options to employees of the Company, other than officers and directors of the Company. Under all plans, the option periods and the
dates that the shares covered by the options may first become exercisable within a maximum period of ten years at which time these
options expire.

The Company records proceeds from the exercise of stock options as additions to Common Stock and capital in excess of par
value. The federal tax benefit, if any, is considered additional capital in excess of par value. On April 1, 2003, the Company adopted
the fair value measurement provisions of SFAS No. 123 under which the Company recognizes compensation expense of a stock-
based award to an employee on a straight-line basis over the vesting period based on the fair value of the award on the grant date.
The fair value method has been applied to awards granted or modified after April 1, 2003 (the prospective method), whereas awards
granted prior to such date continued to be accounted for in accordance with APB No. 25, and related interpretations. In general,
under APB No. 25, no expense is recognized related to the Company’s stock options because the stock options are granted at or
above fair market value.
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A summary of the activity of the stock option plans is presented below:

For the Years Ended March 31,

2004 2003 2002
Weighted- Weighted- Weighted-
Average Average Average
Number Exercise Number Exercise Number Exercise
of Shares Price of Shares Price of Shares Price
Opticns Outstanding, Beginning of Year 16,210,186 $17.66 14,277,810 $15.68 13,744,338 $13.76
Options Granted at Fair Market Value 2,855,480 $35.51 3,450,980 $25.21 3,405,420 $19.71
Options Issued as Part of Maodification 1,737,528 L S - $ - — $ -
Options Exercised (3,480,371) $16.25 (1,040,164) §15.05 (2,771,318) $11.10
Options Cancelled (125,466) $22.73 (478,440) $18.67 (100,630) $16.06
Options Outstanding, End of Year 17,197,357 $19.09 16,210,186 $17.66 14,277,810 $15.68
Options Exercisable, End of Year 11,614,372 10,102,092 7,553,746
Shares Available for Future Stock
Option Grants, End of Year 8,808,656 4,777,486 4,935,476
Weighted-Average Fair Value
of Options Granted During the Year $12.43 $10.12 $10.66

Using the treasury stock method, which assumes that any proceeds together with the related tax benefits from the exercise of

options would be usedito purchase Common Stock at current prices, the dilutive effect of the options on outstanding shares as of
March 31, 2004 would have been 4.7%. This is significantly less than appears on a gross basis when compared to the 122,660,357
shares of Common Stock outstanding as of March 31, 2004. ,

The following table summarizes information about stock options outstanding at March 31, 2004

Options Qutstanding Options Exercisable

Weighted-
Average Weighted- Weighted-
Number Remaining Average Number Average
of Shares Contractual Exercise of Shares Exercise
Range of Exercise Prices Outstanding Life (Years) Price Outstanding Price
$ 5.68-510.72 3,990,944 4.6 $ 9.69 3,153,552 $ 9.4
$11.00 - §17.45 4,157,447 3.9 $16.71 4,084,562 §16.73
$17.70 - $22.75 5,928,176 4.3 $20.37 3,362,472 $19.83
§23.20 - $41.00 3,089,682 5.9 $31.71 1,013,786 $31.74
$42.00 - $45.00 31,108 6.6 $44.52 — 3 -
17,197,357 4.5 $19.09 11,614,372 $16.96

At March 31, 2003, the Company was following the disclosure-only provisions of SFAS No. 123. Accordingly, no compensation
cost had been recognized for the stock options. As noted above, effective April 1, 2003, the Company adopted the fair value
measurement provisions of SFAS No. 123. On January 30, 2004, the Company modified all of its stock options and long-term
incentive plan rights outstanding, in order to keep the holders in the same economic position as before the spin-off of Centex
Construction Products, Inc. (“Construction Products”). The modification resulted in a reduction of the exercise price and an

increase in the number of shares. This adjustment is a modification under the provisions of SFAS No. 123 and accordingly, compen-
sation expense of $12.2 million will be expensed over the remaining vesting periods. Subsequent to January 30, 2004, the Company
has no outstanding options or other stock rights accounted for under the provisions of APB No. 25. Had compensation cost for the
Company’s stock option plans been determined based on the fair value at the grant date for all awards in fiscal 2004, 2003 and
2002, the Company’s net earnings and earnings per share would have been reduced to the pro forma amounts detailed in Note (A),
“Significant Accounting Policies.”
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The fair value of each option grant was estimated on the date of grant using the Black-Scholes option pricing model with the
following weighted-average assumptions:

} For the Years Ended March 31,

2004 2003 2002
Expected Volatility 42.5% 38.6% 47.0%
Risk-Free Interest Rate 2.1% 4.7% 5.4%
Dividend Yield 0.2% 0.3% 0.4%
Expected Life (Years) 4 5 7

The following table summarizes information about equity compensation plans, other than tax qualified plans, as of March 31, 2004:

(a) ©)

Number of Number of securities

securities to be remaining available for

issued upon (b) future issuance under

exercise of Weighted-average equity compensation

outstanding exercise price of plans [excluding

options, warrants outstanding options, securities reflected

Plan Category Plan and rights warrants and rights in column (a))

Equity Compensation Plans 1987 6,816,872 $14.02 -

Approved by 2001 1,987,084 $26.27 1,628,598

Stockholders 2003 - 5 — 6,665,970

Equity Compensation Plans 1998 8,393,401 $21.50 514,088
not Approved by Long-Term

Stockholders Incentive Plan 1,088,574 S 19,198

Total 18,285,931 $19.09¢" 8,827,854

(1) Weighted-average exercise price excludes any items with an exercise price of $0.

See the discussion of the 1987 Plan, 1998 Plan, 2001 Plan and 2003 Plan above. The Company also grants stock units, which are
converted into shares of Centex Common Stock at payout, to certain employees under its Long-Term Incentive Plan. Pursuant to
the Long-Term Incentive Plan, participants may receive awards of deferred stock units representing the right to receive an equal
number of shares of Centex Common Stock at the time the award is paid. Awards vest over a three-year period or upon a change in
control, as defined in such Plan, and are generally paid upon the carlier of seven years or retirement, although the Compensation
Comnmittee is permitted to make an early payout at its discretion. The Company also issues restricted stock under the 2001 Plan and
issues stock awards, restricted stock, stock units and performance awards under the 2003 Plan. At March 31, 2004, there were
163,336 shares of restricted stock outstanding,

Employee Benefit Plans

Benefits are provided to eligible employees of the Company and certain subsidiaries under the Company’s profit sharing plans. The
plans operate on a calendar year. The aggregate cost of these plans to the Company was $32.6 million in fiscal 2004, $27.1 million
in fiscal 2003 and $23.5 million in fiscal 2002.
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(N) DERIVATIVES AND HEDGING

The Company is exposed to the risk of interest rate fluctuations on its debt and other obligations. As part of its strategy to manage
the obligations that are subject to changes in interest rates, the Company has entered into various interest rate swap agreements,
designated as cash flow hedges as described below. The swap agreements are recorded at their fair value in Other Assets or Accrued
Liabilities in the consolidated balance sheets. To the extent the hedging relationship is effective, gains or losses in the fair value of the
derivative are deferred as a component of Stockholders’ Equity through Other Comprehensive Income (Loss). Fluctuations in the fair
value of the ineffective portion of the derivative are reflected in the current period earnings, although such amounts are insignificant,

At March 31, 2004, Centex Corporation has interest rate swap agreements that, in effect, fix the variable interest rates on (i)
$25 million of its outstanding debt at 6.7% and expires in October 2005 and (i) £50 million of its outstanding debt at 4.0% and
expires in March 2006. During the year ended March 31, 2004, the hedges related to these derivatives were effective. Amounts to
be received or paid under the swap agreements are recognized as changes in interest incurred on the related debt instruments.
Based on the balance in Accumulated Other Comprehensive Income at March 31, 2004 related to these derivatives, the Company
estimates increases in interest incurred over the next 12 months to be approximately $766.0 thousand. As of March 31, 2004, the
balance in Accumulated Other Comprehensive Loss related to these derivatives was §796.4 thousand ($444.3 thousand net of tax).

Financial Services, through Home Equity, uses interest rate swaps to hedge the market risk associated with the anticipated
issuance of fixed rate securitization debt used to finance sub-prime mortgages. At March 31, 2004, Home Equity had $60 million of
these interest rate swap hedging instruments in place at a weighted-average interest rate of 3.2%. Changes in fair value of these
derivatives are deferred in Accumulated Other Comprehensive Income and recorded through current earnings as an adjustment of
the interest incurred over the life of the securitization debt. Home Equity also uses interest rate swaps that, in effect, fix the interest
rate on its variable intérest rate debt. Amounts to be received or paid as a result of these swap agreements are recognized as adjust-
ments to interest incurred on the related debt instrument. At March 31, 2004, Home Equity was hedging $2.00 billion of its out-
standing debt with these interest rate swaps at a weighted-average interest rate of 1.9%. These swaps expire at varying times
through March 2007. Based on the balance in Accumulated Other Comprehensive Income at March 31, 2004 related to interest rate
hedging activities, the Company estimates increases in interest incurred over the next 12 months to be approximately $8.7 million,
During the year ended March 31, 2004, the hedges related to substantially all of Home Equity’s interest rate swaps were effective
and the ineffective portion was insignificant. As of March 31, 2004, the balance in Accumulated Other Comprehensive Loss related
to these derivatives was $8.7 million ($5.7 million net of tax).

Financial Services, through CTX Mortgage Company, LLC and its related companies, enters into interest rate lock commitments
(“IRLCs”) with its customers under which CTX Mortgage Company, LLC and its related companies agree to make mortgage loans
at agreed upon rates within a period of time, generally from 1 to 30 days, if certain conditions are met. Initially, the IRLCs are treat-
ed as derivative instruments and their fair value is recorded on the balance sheet in Other Assets or Accrued Liabilities. The fair
value of these loan commitment derivatives does not include future cash flows related to the associated servicing of the loan or the
value of any internally:-developed intangible assets. Subsequent changes in the fair value of the IRLCs are recorded as an adjustment
to earnings. To hedge the interest rate risk related to its IRLCs, CTX Mortgage Company, LLC and its related companies execute
mandatory forward trade commitments (i.e., “forward trade commitments”), CTX Mortgage Company, LLC and its related
companices also execute forward trade commitments to hedge the interest rate risk related to its portfolio of mortgage loans held
for sale, including mortgage loans held by HSF-I. As discussed in Note (F), “Indebtedness,” HSF-1 is a variable interest entity that has
been consolidated with Financial Services effective July 1, 2003, pursuant to FIN 46. In connection with the consolidation of HSF-1,
CTX Mortgage Company, LLC and its related companies elected as of July 1, 2003 to utilize hedge accounting treatment under
SFAS No. 133 for forward trade commitments that serve as a hedge for loans held for sale. These forward trade commitments have
been designated as fair value hedges. Accordingly, changes in the fair value of the forward trade commitments and the mortgage
loans, for which the hedge relationship is deemed effective, are recorded as an adjustment to earnings. To the extent the hedge is
effective, gains or losses in the value of the hedged loans due to interest rate movement will be offset by an equal and opposite
gain or loss in the value of the forward trade commitment. This will result in net zero impact to earnings. To the extent the hedge
contains some ineffectiveness, the ineffectiveness is recognized immediately in earnings. The amount of hedge ineffectiveness
included in earnings was a gain of approximately $16 million for the year ended March 31, 2004. Forward trade commitments not
designated as hedges are treated as derivative instruments, and their fair value is recorded on the balance sheet in Other Assets
or Accrued Liabilities. Subsequent changes in the fair value of these forward trade commitments are recorded as an adjustment to
earnings. The net change in the estimated fair value of derivative positions not subject to hedge accounting resulted in a loss of
approximately §$12 million for the year ended March 31, 2003,
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(O) RELATED PARTY TRANSACTIONS

The following related party transactions with the Partnership for fiscal year 2004 includes only related party transactions and
amounts through February 29, 2004, the date of acquisition of the Partnership. Related party transactions and amounts accurring
after the Partnership’s consolidation are not included in the amounts below as the related party amounts have been eliminated in
consolidation,

Centex Homes purchased land from the Partnership during fiscal 2004 and 2003 totaling $19.0 million and $34.5 million,
respectively. Centex Homes also entered into agreements to reimburse the Partnership for certain costs and fees incurred by the
Partnership in the purchase and ownership of these tracts of land. During the years ended March 31, 2004 and 2003, Centex Homes
paid $1.9 million and $3.5 million, respectively, to the Partnership in fees and reimbursements pursuant to these agreements.

Construction Services has historically executed construction contracts with the Partnership. At March 31, 2003, contracts for
the construction of two industrial facilities were completed and no additional contracts were outstanding. At February 29, 2004, a
$10.0 million contract for the construction of an office building had been executed with the Partnership and was outstanding,
During the eleven months ended February 29, 2004 and the year ended March 31, 2003, the Partnership paid $7.4 million and
$5.3 million, respectively, to Construction Services pursuant to these contracts.

(P) FAIR VALUE OF FINANCIAL INSTRUMENTS
Statement of Financial Accounting Standards No. 107, “Disclosures about Fair Value of Financial Instruments,” requires companies to
disclose the estimated fair value of their financial instrument assets and liabilities. The estimated fair values shown below have been
determined using current quoted market prices where available and, where necessary, estimates based on present value methodolo-
gy suitable for each category of financial instruments. Considerable judgment is required in interpreting market data to develop the
estimates of fair value. Accordingly, the estimates presented herein are not necessarily indicative of the amounts that the Company
could realize in a current market exchange. All assets and liabilities that are not considered financial instruments have been valued
using historical cost accounting,

The consolidated carrying values of Cash and Cash Equivalents, Restricted Cash, Mortgage Securitization Residual Interest,
Other Receivables, Accounts Payable and Accrued Liabilities and Short-term Debt approximate their fair values. The carrying values
and estimated fair values of other financial assets and liabilities were as follows:

r March 31,
2004 2003
Carrying Fair Carrying Fair
Value Value Value Value

Financial Assets

Residential Mortgage Loans Held for Investment $6,498,155 | $6,675,546® $4.642 826 | $4,713,0450

Residential Mortgage Loans Held for Sale $1,819,605 | $1,820,739" | s 303,328 | s 306,765%
Financial Liabilities

Centex Long-term Debt $2,418,190 | $2,445,061? $2,080,623 | §2,295,103@

Financial Services Long-term Debt $6,197,674 | $6,262,086% $4,156,590 | $4,234,593®

(1) Fair values are based on quoted market prices for similar instruments.

(2) Fair values are based on a present value discounted cash flow with the discount rate approximating current market for similar instruments.
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(Q) OrF-BALANCE SHEET OBLIGATIONS

The Company enters into various “off-balance sheet” transactions in the normal course of business in order to reduce financing costs
and improve access to liquidity, facilitate homebuilding activities and manage exposure to changing interest rates. Further discussion
regarding these transactions can be found above in Note (H), “Commitments and Contingencies.”

(R) SPIN-OFF OF SUBSIDIARIES

In June 2003, the Company spun off substantially all of its manufactured housing operations, which had previously been included in
the Other segment. As a result of the spin-off, the manufactured housing operations’ earnings have been reclassified to discontinued
operations in the Statements of Consolidated Earnings. All prior period information related to these discontinued operations has
been reclassified to be consistent with the March 31, 2004 presentation.

In January 2004, the Company spun off its entire equity interest in Construction Products, which had previously been reported
as a separate business.segment. As a result of the spin-off, the Construction Products’ earnings have been reclassified to discontinued
operations in the Statements of Consolidated Earnings, and all related assets and liabilities have been disclosed separately on the
Consolidated Balance Sheets. All prior period information related to these discontinued operations has been reclassified to be consis-
tent with the March 31, 2004 presentation. In connection with the tax-free distribution of our interests in Construction Products,
we recognized as a component of discontinued operatjons, a tax benefit of $33.5 million. The tax benefit is a result of the reversal of
a deferred tax liability for the difference between the financial carrying amount of our investment in Construction Products and the
respective tax basis, which was no longer required given the tax-free nature of the distribution.

For the years ended March 31, 2004, 2003 and 2002 discontinued operations had revenues of $461.9 million, $643.2 million
and $593.0 million and operating earnings of $49.9 million, $47.5 million and $38.5 million, respectively. In connection with
the spin-offs, we recorded a dividend to stockholders of $420.3 million representing our net investment in manufactured housing
operations and Construction Products on the respective spin-off dates.

(S) SUBSEQUENT EVENT
On May 5, 2004, we issued $350 million aggregate principal amount of senior notes with an interest rate of 5.70%, maturing in
fiscal year 2015.
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Report of Independent Auditors

To THE BOARD OF DIRECTORS OF CENTEX CORPORATION AND SUBSIDIARIES:

We have audited the accompanying consolidated balance sheets of Centex Corporation and subsidiaries as of March 31, 2004 and
2003, and the related statements of consolidated earnings, consolidated stockholders’ equity and consolidated cash flows for each of
the three years in the period ended March 31, 2004, These financial statements are the responsibility of the Company’s manage-
ment. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, An audit also includes assessing the accounting principles used and significant estimates made by manage-
ment, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial posi-
tion of Centex Corporation and subsidiaries at March 31, 2004 and 2003, and the consolidated results of their operations and their
cash flows for each of the three years in the period ended March 31, 2004, in conformity with accounting principles generally
accepted in the United States,

As discussed in Note (A) to the consolidated financial statements, the Company adopted the fair value recognition provisions of
Statement of Financial Accounting Standard No. 123, “Accounting for Stock Issued to Employees,” utilizing the prospective method
of adoption as permitted by Statement of Financial Accounting Standard No. 148, “Accounting for Stock-Based Compensation —
Transition and Disclosure.” Also, as discussed in Note (A) to the consolidated financial statements, the Company adopted Financial
Accounting Standard Board Interpretation No. 46, “Consolidation of Variable Interest Entities” as revised.

Our audits were conducted for the purpose of forming an opinion on the basic consolidated financial statements taken as a
whole. The supplemental balance sheet and cash flow data of Centex Corporation and Financial Services and the supplemental
revenue and earnings data by line of business are presented for purposes of additional analysis and are not a required part of the
basic consolidated financial statements. Such information has been subjected to the auditing procedures applied in our audits of the
basic consolidated financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic consolidated
financial statements taken as a whole.

Dallas, Texas
May 17, 2004 évvmt ¥ LLP
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EXECUTIVE SUMMARY
The following summarizes our results for the three-year period ended March 31, 2004:

Revenues (In millions) O FY 2004 FY 2003 O FY 2002
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Other consists of the financial results of Investment Real Estate, home services operations, corporate general and administrative expense and interest expense.

Fiscal year 2004 represents our eighth consecutive year of growth in revenues and earnings from continuing operations. As out-
lined in the charts above, in 2004 revenues increased 23% to $10.36 billion and earnings from continuing operations increased 54%
to $1.15 billion. The increase in revenues and operating earnings is primarily the result of the operating results of our Home Building
segment, complemented by improved operating results of our Financial Services segment. The growth in operating earnings from
these segments was offset, to a much lesser extent, by a decline in operating earnings of our Construction Services segment. In
addition to the execution of our organic growth strategy in our primary business segments (Home Building, Financial Services and
Construction Services), in fiscal year 2004, we also (i) distributed $0.46 per share, split adjusted, in value to our stockholders
through the spin-off of substantially all of our manufactured housing operations, (ii) distributed $5.29 per share, split adjusted, in
value to our stockholders through the spin-off of our Construction Products segment, (iii) repurchased 3,426,200 shares of common
stock and (iv) completed a two-for-one stock split, without changing the per share dividend, effectively doubling our cash dividend
to stockholders beginning in the fourth quarter.

Home Building’s organic growth strategy is driven primarily by growth in neighborhoods open for sale, increases in closings
per neighborhood, increases in average selling prices, and continued improvements in operating margins, Over the last two fiscal
years, Home Building’s domestic operations have increased average neighborhood count from 474 to 558 and closings per average
neighborhood from 48.4 to 54.4. Over that same period of time, operating margins have also improved from 9.8% to 12.8%.
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The overall demand for housing in the United States remains favorable, and is driven by population growth, demographics,
immigration, household formations and increasing home ownership rates. Short-term growth drivers such as mortgage rates,
consumer confidence and employment levels can also impact housing demand. The highly fragmented homebuilding industry in the
United States is in the early stages of a consolidation phase. In 1995, based upon single-family permits issued in the United States,
the 10 largest homebuilders represented approximately 7.2% of the housing market. As of 2003, the 10 largest homebuilders were
producing approximately 15.1% of the nation’s new housing stock. We believe industry consolidation will continue to be an important
growth factor over the next decade or more as large homebuilders realize the benefits of size, such as capital strength, more efficient
operations and technological advantages.

Currently, we have homebuilding operations in 45 of the 50 largest housing markets in the United States. We have largely
completed our geographic diversification plan and are now focused primarily on further penetration in our existing markets.

Financial Services’ operating results over the last two years have been favorably impacted by increases in loan originations reflec-
tive of a favorable mortgage interest rate environment and improvements in interest spread, The favorable rate environment also
created substantial refinance activity. Thirty-year conventional mortgage fixed interest rates were 5.45%, 5.75% and 7.01% as of
March 31, 2004, 2003 and 2002 respectively. In addition to the increases in loan originations, the Financial Services operations have
also improved their operating leverage, which has had a positive effect on their operating earnings. Our Financial Services segment
will continue to focus on serving the customers of our Home Building segment and increasing the percentage of conforming
mortgage loans provided to them. For the year ended March 31, 2004, our conforming mortgage business financed approximately
74% of our Home Building non-cash unit closings. In addition, the Financial Services growth model includes plans to increase the
number of loan officers originating Retail loans and improve their productivity, Our conforming mortgage lending business is a
fee-based business with low capital requirements. Our Financial Services segment also includes our sub-prime home equity lending
operations, which is a portfolio-based model that produces more predictable earnings. Our sub-prime home equity loans are
obtained through our organically grown origination channels using centrally controlled product, pricing and underwriting.

The results of operations of certain of our segments, including our Home Building and Financial Services aperations, may be
adversely affected by increases in interest rates. Any significant increase in mortgage interest rates above currently prevailing
low levels could affect the ability or willingness of prospective home buyers to finance home purchases and/or curtail mortgage
refinance activity. Although we expect that we would be able to make adjustments in our operations to mitigate the effects of
any increase in interest rates, there can be no assurances that these efforts would be successful.

Our Construction Services segment operating earnings have decreased over the last two years as a result of challenges in the
overall commercial construction industry. Industry conditions have created increased pricing pressure on construction companies,
which in turn has reduced our Construction Services operating margins. However, revenues have increased over the last two years
due to our focus on increasing market share. The commercial construction environment remains challenged but is showing signs
of improvement as evidenced by the increase in backlog. At March 31, 2004, the backlog was $1.75 billion, an increase of 14.9%
over the prior year. Strategically, we will continue to focus on our core geographic and selected industry segments to achieve
growth in revenues and operating earnings.

In fiscal year 2004, we consummated several transactions the most significant of which were the spin-offs to our stockholders
of substantially all of our manufactured housing operations on June 30, 2003 and our entire ownership interest in Construction
Products, a former majority owned subsidiary, on January 30, 2004. Since the dates of the spin-offs, the assets and liabilities of
manufactured housing and Construction Products are no longer included in our consolidated balance sheet, their revenues and
earnings are no longer included in our consolidated results of continuing operations, and we no longer operate in the Construction
Products business segment. Manufactured housing and Construction Products are reported as discontinued operations in our
consolidated financial statements contained in this Report.
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FiscAL YEAR 2004 CoMPARED TO FiscaAL YEAR 2003

Home Building

The following summarizes the results of our Home Building operations for the two-year period ended March 31, 2004 (dollars in
millions except per unit data and lot information):

I For the Years Ended March 31,
2004 2003
% Change % Change
Revenues — Housing $ 7,438.0 27.8% $ 5,818.8 18.9%
Revenues — Land Sales and Other 161.5 55.4% 103.9 34.2%
Cost of Sales — Housimg (5,460.8) 25.2% (4,362.7) 17.8%
Cost of Sales — Land Sales and Other (146.4) 60.4% (91.3) 40.7%
Selling, General and Administrative
Expenses (1,042.3) 22.7% (84%.2) 16.4%
Earnings from Unconsolidated Entities 55.3 71.7% 32.2 29.3%
Operating Earnings $ 1,005.3 54.3% $ 651.7 30.6%
Operating Earnings as a Percentage
of Revenues 13.2% NM 11.0% NM

Home Building’s results are derived from its domestic and international operations as described below.

Domestic

Home Building’s domestic operations involve the purchase and development of land or lots and the construction and sale of
detached and attached single-family homes. The following summarizes the results of our Home Building domestic operations for the
two-year period ended March 31, 2004:

L For the Years Ended March 31,
2004 2003
% Change % Change
Units Closed 30,358 14.9% 26,427 15.1%
Average Unit Sales Price $242,465 10.1% §220,183 3.0%
Operating Earnings Per Unit $ 31,816 33.2% $ 23,889 12.7%
Backlog Units 15,414 27.9% 12,050 28.6%
Average Operating Neighborhoods 558 7.5% 519 9.5%
Closings Per Average Neighborhood 54.4 6.9% 50.9 5.2%
Lots Owned 77,475 29.5% 59,844 37.5%
Lots Controlled 115,366 62.7% 70,926 39.6%
Total Lots Owned and Controlled 192,841 47.5% 130,770 38.6%

Home Building’s financial performance is reflective of changes in the following performance indicators:
¢ Growth in average neighborhoods

¢ Growth in closings per average neighborhood

¢ Increases in average unit sales price

- Operating margin improvement

The following summarizes changes in performance indicators for the year ended March 31, 2004 as compared to the prior year.

We define a neighborhood as an individual active selling location targeted to a specific buyer segment. The 7.5% growth in
neighborhoods achieved in fiscal 2004 was down slightly from the prior year’s growth of 9.5%. During the year, we added 316 new
neighborhoods and clesed out of 308 neighborhoods. Our record fourth quarter sales resulted in some existing neighborhoods
being “closed out” (i.e., all remaining units sold) earlier than anticipated. In addition, to maximize our pricing opportunities, we
delayed the opening of other neighborhoods.
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The increase in closings per average neighborhood in fiscal 2004 was the result of higher sales rates due to our continued focus on
market research, activity-based sales management and Internet marketing. Sales orders for the year were strong across all of our operating
regions and totaled 33,722 units, an increase of 18% versus the prior year. Home closing volume also increased 15%, to 30,358 homes.

Strong residential housing market conditions, combined with our geographic, product and segment diversification strategies,
continued to drive higher average se]ling prices. For fiscal 2004, average selling prices were up 10% to $242,465. Average selling
prices, excluding California, were up 9% to $210,724 and California’s average selling price was up 13% to $445,462.

Operating margins for our domestic homebuilding operations improved to 12.8% for the fiscal year from 10.7% in the prior
year. Increased unit volume, average selling price increases and continued focus on lowering direct construction and selling, general
and administrative costs resulted in margin improvement throughout the Home Building segment. National and regional purchasing
programs and local cost reduction and efficiency efforts have helped offset increasing raw material costs experienced throughout
the year. We purchase materials, services and land from numerous sources (primarily local vendors), and believe that we can deal
effectively with the challenges we may experience relating to the supply or availability of materials, services and land.

The above factors contributed to the improvement in our operating earnings, which is reflective of our continued focus on our
“Quality Growth” strategy, consisting of growing revenue and earnings while expanding margins.

During the year, we continued to increase our land position to facilitate our short and longer term growth initiatives. Based on
our current closing projections, our land position that is currently owned or controlled under option agreements at March 31, 2004
would produce approximately 100% of our projected closings for fiscal year 2005, 80% of our projected closings for fiscal year
2006, and 55% of our projected closings for fiscal year 2007,

International

In February 2004, we acquired through merger transactions the Partnership, an investment previously accounted for on the equity
method of accounting. Subsequent to the merger, international homebuilding operations of the Partnership have been consolidated
with the Home Building segment. Prior period earnings related to the international homebuilding operations of the Partnership,
previously reflected in our Investment Real Estate segment, have been reclassified to the Home Building segment to conform to the
presentation subsequent to the merger. Our international homebuilding operations involve the purchase and development of land or
lots and the construction and sale of a range of products from small single-family units to executive houses and apartments through-
out the United Kingdom. Included in Home Building’s operating results were revenues and operating earnings of $80.5 million

and $14.1 million, respectively, for the one-month period subsequent to the merger. Earnings from unconsolidated entities related
to the international homebuilding operations of the Partnership were $25.3 million for the period from April 1, 2003 through
February 29, 2004, the date of the merger transactions, and $20.4 million for the fiscal year ended March 31, 2003.

Financial Services

The Financial Services segment is primarily engaged in the residential mortgage lending business, as well as other financial services
that are in large part related to the residential mortgage market. Its operations include mortgage origination, servicing and other
related services for purchasers of homes sold by our Home Building operations and other homebuilders, sub-prime home equity
lending and the sale of title insurance and various other insurance coverages,

The following summarizes the results of our Financial Services operations for the two-year period ended March 31, 2004
(dollars in millions):

[ For the Years Ended March 31,
2004 2003
% Change % Change
Revenues $ 1,047.9 22.6% S 855.0 22.2%
Cost of Sales (223.8) 21.3% (184.5) 16.0%
Selling, General and Administrative Expenses (593.8) 16.7% (508.7) 19.4%
Operating Earnings $ 2303 42.3% $ 161.8 41.1%
Interest Margin $ 3020 75.2% $  172.4 60.1%
Origination Volume $19,036.7 15.4%- $16,497.4 13.5%
Number of Loans Originated 125,005 9.3% 114,382 6.6%
Number of Loan Applications 430,439 27.3% 338,136 35.8%
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Financial Services’ results are primarily derived from conforming mortgage lending and sub-prime home equity lending operations
as described below.

Conforming Mortgage Lending
The following summarizes the results of our Conforming Mortgage Lending operations for the two-year period ended March 31,
2004 (dollars in millions):

l For the Years Ended March 31,
2004 2003
% Change % Change
Revenues $ 521.1 14.8% $ 453.9 14.3%
Cost of Sales (21.9) 212.9% (7.0) (50.7%)

Selling, General and Administrative

Expenses (333.4) 0.4% (332.2) 13.2%
Operating Earnings $ 165.8 44.6% $ 1147 28.0%
Interest Margin $ 474 457.6% $ 8.5 32.8%
Average Interest Earning Assets $1,332.4 570.9% $ 198.6 (18.5%)
Average Yield 5.99% NM 7.18% NM
Average Interest Bearing Liabilities $1,246.2 841.2% $ 132.4 (37.3%)
Average Rate Paid 1.59% NM 4.08% NM

The revenues and operating earnings of CTX Mortgage Company, LLC and its related companies are derived primarily from the
sale of mortgage loans, inclusive of all servicing rights and, to a lesser extent, interest income and other fees, Net origination fees,
mortgage servicing rights, and other revenues derived from the origination of mortgage loans are deferred and recognized when the
related loan is sold toa third-party purchaser. Interest revenues on residential mortgage loans receivable are recognized using the
interest (actuarial) method. Other revenues, including fees for title insurance and other services performed in connection with
mortgage lending activities, are recognized as earned.

Our business strategy of selling conforming loans reduces our capital investment and related risks, provides substantial liquidity
and is an efficient process given the size and maturity of the conforming mortgage loan secondary capital markets. CTX Mortgage
Company, LLC originates mortgage loans, holds them for a short period and sells them to HSF-I and investors. HSF-I is a variable
interest entity for which we are the primary beneficiary and, as of July 1, 2003, is consolidated with our Financial Services segment.
As a result of the consolidation of HSF-I, we recorded a cumulative effect of a change in accounting principle of $13.3 million, net
of tax, in the quarter ended September 30, 2003. This cumulative effect of a change in accounting principle primarily represented
the deferral of service release premium income, offset to a lesser extent by the deferral of certain loan origination costs, which was
recognized as loans were sold into the secondary market. The consolidation of HSF-I resulted in an increase in our residential mort-
gage loans held for sale with a corresponding increase in our debt of approximately $1.32 billion at March 31, 2004. In addition,
interest income and interest expense of HSF-I subsequent to June 30, 2003 are reflected in our financial statements. As a result of
the consolidation, interest expense reflected as cost of sales in the table above increased approximately $15 million. HSF-I purchases
mortgage loans, at closing, from CTX Mortgage Company, LLC with the proceeds from the issuance of securitized medium term
notes, secured liquidity notes and subordinated certificates that are extendable for up to five years. CTX Mortgage Company, LLC
and its related companies sold $16.25 billion of mortgage loans to investors during the year ended March 31, 2004. CTX Mortgage
Company, LLC sold $10.55 billion of mortgage loans to HSF-1 and other investors during the year ended March 31, 2003. CTX
Mortgage Company, LLC and its related companies recognized gains on the sale of mortgage loans of $240.4 million and $254.5
million for the years ended March 31, 2004 and 2003, respectively.

In the normal course of its activities, CTX Mortgage Company, LLC carries inventories of loans pending sale to third-party
investors and earns an interest margin, that we define as the difference between interest revenue on mortgage loans held for sale or
investment and interest expense on debt used to fund the mortgage loans. CTX Mortgage Company, LLC uses HSF-I and short-
term mortgage warchouse facilities to finance these inventories of loans. The significant increase in interest margin is due to the
consolidation of HSF-I interest income and expense in our financial statements subsequent to June 30, 2003.
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The increase in revenues for the year ended March 31, 2004 is the result of an increase in the volume of loans originated
and sold to the secondary market, and to a lesser extent, higher revenues from Title and Insurance operations. The following table
provides a comparative analysis of mortgage loan originations and applications for the two-year period ended March 31, 2004:

{ For the Years Ended March 31,
2004 | 2003
% Change % Change
Origination Volume $15,116.0 8.0% $13,991.2 12.4%
Number of Loans Originated
Builder 20,865 15.1% 18,127 17.4%
Retail 67,481 1.0% 66,807 2.9%
88,346 4.0% 84,934 5.7%
Number of Loan Applications
Builder 24,031 19.5% 20,103 23.0%
Retail 65,514 (6.3%) 69,883 16.1%
89,545 (0.5%) 89,986 17.6%
Average Loan Size $ 171,100 3.9% $ 164,700 6.4%
Profit Per Loan $ 1,839 34.3% $ 1,369 20.4%

The increase in loan originations is primarily reflective of an increase related to loans originated for Centex Homes’ buyers.
CTX Mortgage Company, LLC originated 74% of the non-cash closings of Centex Homes’ buyers, an increase of 1% from the prior
year. Per-loan profit increased due to increased operational leverage as a result of the increase in the volume of originations, as well
as an increase in Title and Insurance earnings.

CTX Mortgage Company, LLC’s operations are influenced by borrowers’ perceptions of and reactions to interest rates.
Refinancing activity accounted for 39% and 42% of originations in 2004 and 2003, respectively. Any significant increase in
mortgage interest rates above currently prevailing low levels could affect the ability or willingness of prospective home buyers to
finance home purchases and/or curtail mortgage refinance activity. Although there can be no assurance that these efforts will be
successful, we will seek to mitigate the effects of any increase in mortgage interest rates by adding loan officers, improving their
productivity and reducing costs.

Sub-Prime Home Equity Lending
The following summarizes the results of our Sub-Prime Home Equity Lending operations for the two-year period ended March 31,
2004 (dollars in millions):

I For the Years Ended March 31,
2004 2003
% Change % Change
Revenues $ 526.8 31.3% $ 401.1 32.6%
Cost of Sales (201.9) 13.7% (177.5) 22.5%

Selling, General and Administrative Expenses:

Operating Expenses (180.9) 27.8% (141.6) 22.9%
Loan Loss Provision (79.5) 127.8% (34.9) 100.6%
Operating Earnings $§ 64.5 36.9% s 471 87.6%
Interest Margin § 2546 55.3% s 163.9 61.8%
Average Interest Earning Assets $5,592.2 43.6% $3,895.5 48.4%
Average Yield 8.16% NM 8.76% NM
Average Interest Bearing Liabilities $5,822.6 43.8% $4,049.2 52.6%
Average Rate Paid 3.47% NM 4.38% NM
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The revenues of Centex Home Equity Company, LLC, or Home Equity, are derived primarily from interest income on mortgage
loans held for investment. Home Equity’s operating earnings are derived primarily from the net interest margin on mortgage loans
held for investment. The majority of Home Equity’s loan originations are securitized and accounted for as borrowings; interest is
recorded over the life of the loans using the interest, or actuarial method; the mortgage loans receivable and the securitization debt
remain on Home Equity’s balance sheet and the related interest margin is reflected in our income statement. We commonly refer to
these securitized mortgage loans as portfolio accounting method loans. This structure of securitizations has been utilized since April
1, 2000. Previous loans originated were included in securitizations that utilized a structure that caused them to be accounted for as
sales. Under this structure, Home Equity retained a residual interest in, as well as the servicing rights to, the securitized loans. We
call this retained residual interest the mortgage securitization residual interest, or MSRI. Our balance sheet does not reflect the
mortgage loans receivable and offsetting debt resulting from these securitizations, which were accounted for as sales. The estimated
gain on the sale of these loans was included in earnings during the period in which the securitization transaction closed. Under both
structures, recourse on the securitized debt is limited to the payments received on the underlying mortgage collateral with no
recourse to Home Equity or Centex Corporation. As is common in these structures, Home Equity remains liable for customary
loan representations. The change in structure of the securitizations has no effect on the ultimate cash flow and profit recognized over
the life of the mortgages. However, the change in accounting for securitizations did affect the timing of profit recognition. Interest
margin, which is recognized over the life of the loan, is now Home Equity’s primary source of operating income as compared to
gain on sale of loans, which previously was recognized upon securitization. Home equity loans are securitized to provide a low cost
method for funding our mortgage operations and to reduce our interest rate exposure on fixed rate loans. In addition to Home
Equity’s mortgage loans held for investment, in fiscal year 2004, Home Equity sold 2% of its mortgage loans originated to a govern-
ment sponsored enterprise, which were accounted for as sales.

The revenues of Home Equity increased for the year ended March 31, 2004 as a result of continued growth in our portfolio of
residential mortgage loans held for investment. Interest margin, which we define as the difference between interest revenue on
mortgage loans held for sale or investment and interest expense on debt used to fund the mortgage loans, increased primarily as a
result of an increase in the portfolio of mortgage loans held for investment and a decrease in interest rates on debt used to fund
mortgage loans.

Average interest earning assets and liabilities increased primarily due to an increase in the volume of loan originations and an
increase in average loan size (see table below). The fact that the average rate paid on interest bearing liabilities decreased significantly
more than the decrease of the yield earned on interest earning assets, coupled with the increase in originations resulted in the
increase in net interest margin.

The following summarizes Home Equity’s portfolio of mortgage loans, based on the securitization structure, as of March 31,
2004 and 2003:

I For the Years Ended March 31,
2004 2003
% Change % Change
Servicing Portfolio:
Number of Loans
Portfolio Accounting Method 76,215 24.8% 61,073 35.1%
Other 10,858 (18.5%) 13,329 (24.4%)
Total 87,073 17.0% 74,402 18.4%
Dollars in billions
Portfolio Accounting Method $6.50 40.1% $4.64 42.8%
Other 0.64 (23.8%) 0.84 (25.0%)
Total $7.14 30.3% $5.48 25.4%
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The following table provides a comparative analysis of mortgage loan originations and applications for the two-year period ended

March 31, 2004:

r For the Years Ended March 31,
2004 2003
% Change % Change
Origination Volume $ 3,920.7 56.4% $2,506.2 19.8%
Number of Loans Originated 36,659 24.5% 29,448 9.2%
Number of Loan Applications 340,894 37.4% 248,150 43.9%
Average Loan Size $106,900 25.6% $ 85,100 9.7%

The increase in origination volume was due to an increase in the average loan size and an increase in the overall sales force,
which resulted in an increase in the number of loan applications received.

The increase in Home Equity’s operating earnings is primari]y the result of the increase in interest margin, as noted above.
Interest income will be positively affected as the portfolio of mortgage loans held for investment increases and matures, The increase
in interest margin was partially offset by an increase in servicing and production costs, mostly attributable to loan volume and loan
servicing growth, and an increase in the provision for losses on residential mortgage loans held for investment.

Home Equity’s selling, general and administrative expenses increased as a result of Home Equity’s growth. Home Equity’s
increase in loan production volume, the expansion of its branch offices and the increase in the number of its employees are directly
related to a corresponding increase in salaries and related costs, rent expense, group insurance costs and advertising expenditures.
The remainder of the increase was due to an increase in the provision for loan losses.

The increase in the provision for losses in fiscal 2004 occurred primarily because the amount of the residential mortgage loans
held for investment increased and the residential mortgage loan portfolio continued to mature. As the age and size of the residential
mortgage loan portfolio continues to mature and grow, we expect the provision for losses, the loans charged off and the allowance
ratios to continue to increase. For a more detailed discussion of our accounting policy and methodology for establishing the provi-
sion for losses, see “Critical Accounting Estimates — Valuation of Residential Mortgage Loans Held for Investment” on page 75 of this
Report. Changes in the allowance for losses is included in Note (C), “Allowance for Losses on Residential Mortgage Loans Held for
Investment,” of the Notes to Consolidated Financial Statements.

The primary risks in Home Equity’s operations are consistent with those of the financial services industry and include credit risk
associated with its loans, liquidity risk related to funding its loans and interest rate risk prior to securitization of the loans. In addition,
it is also subject to prepayment risks (principal reductions in excess of contractually scheduled reductions) associated with loans
securitized prior to April 2000. See Note (A), “Significant Accounting Policies,” of the Notes to Consolidated Financial Statements
on pages 28-36 of this Report,

Construction Services

The following summarizes Construction Services’ results for the two-year period ended March 31, 2004 (dollars in millions):

[ For the Years Ended March 31,
2004 2003
% Change % Change
Revenues $1,596.3 5.2% $1,517.9 17.1%
Operating Earnings $ 164 (46.6%) s 307 (15.2%)
New Contracts Executed $ 1,823 112.7% s 857 (41.1%)
Backlog of Uncompleted Contracts $ 1,746 14.9% s 1,520 (30.3%)
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Operating earnings for Construction Services decreased as a result of depressed market conditions and the resulting pricing
pressure. In addition, in fiscal 2004, Construction Services recorded a project loss of $4.5 million related to the construction of a
distribution facility and incurred approximately $2.7 million of costs associated with its decision to exit the pharmaceutical and
industrial construction markets. The increases in new contracts executed and backlog of uncompleted contracts were the result of
our strategy to increase market share by focusing on key geographic markets and certain industry markets. Construction Services
defines backlog as the uncompleted portion of all signed contracts.

Construction Services has also been awarded work that is pending execution of a signed contract, At March 31, 2004 and 2003,
such work, which is not included in backlog, was approximately $2.00 billion and $1.94 billion, respectively. There is no assurance
that this awarded work will result in future revenues.

Investment Real Estate

The following summarizes Investment Real Estate’s results for the two-year period ended March 31, 2004 (dollars in millions):

l For the Years Ended March 31,
2004 2003
% Change % Change
Revenues $37.9 13.8% $33.3 (37.6%)
Earnings from Unconsolidated Entities $14.5 9.8% $13.2 97.0%
Operating Earnings $44.8 31.8% $34.0 (5.0%

The changes in revenues and operating earnings were primarily related to the timing of property sales. Property sales contributed
operating earnings of $30.8 million for the year ended March 31, 2004 and $18.3 million for the same period last year. The timing
of sales is uncertain and can vary significantly from period to period. It is not currently anticipated that any significant capital will be
allocated to Investment Real Estate for new business development. Effective April 1, 2004, Investment Real Estate will be included
in the Other segment.

Other

Our Other segment includes our home services operations, corporate general and administrative expense and interest expense. In
June 2003, we spun off substantially all of our investment in manufactured housing operations, which had previously been included
in the Other segment. As a result of the spin-off, manufactured housing operations are reflected as a discontinued operation and not
included in the segment information below.

Other consisted of the following (dollars in millions):

L For the Years Ended March 31,
2004 2003
% Change % Change
Operating Loss from home services $ (23) (76.0%) $ (9.6) (340.0%)

Corporate General and Administrative

Expenses (105.5) 75.0% (60.3) 20.1%
Interest Expense (39.9) (33.8%) (60.3) 2.9%
Other - (100.0%) 0.6) —%
Operating Loss $(147.7) 12.9% $(130.8) 24.1%

The decrease in our home services division’s operating loss in fiscal 2004 is primarily due to an $8.0 million provision recorded
in the fourth quarter of fiscal 2003 to reduce the carrying value of its remaining home security monitoring assets to estimated fair
value. Our home services operations sold substantially all of its remaining security monitoring assets in fiscal 2004. The sale of these
operations did not have a material effect on home services’ operating loss in fiscal 2004.
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Corporate general and administrative expenses represent corporate employee compensation and other corporate costs such as
investor communications, insurance, rent and professional services. The increase in corporate general and administrative expenses is
primarily related to compensation increases reflective of additional personnel to support the growth in our operations and higher
performance-related compensation levels due to the expensing of stock options and increases in our earnings and returns. In addition,
in fiscal 2004, we recorded an incremental $ 16 million in employee compensation related to acceleration of certain executive
compensation costs for the March 31, 2004 retirement of an executive officer.

Total interest costs, including interest expensed and relieved to Home Building’s costs and expenses and excluding interest to
Financial Services, for the years ended March 31, 2004 and 2003, were $129.0 million and $109.8 million, respectively. The
increase in total interest costs is primarily related to an increase in average debt outstanding for the fiscal year 2004, as compared
to the prior year. This increase is offset by slightly lower borrowing costs in the fiscal year 2004, as compared to the prior year.

For additional discussion of interest costs, see Note (A), “Significant Accounting Policies” of the Notes to Consolidated Financial
Statements on pages 28-36 of this Report.

Our effective tax rate related to continuing operations increased to 32% from 30% in the prior year primarily due to the decrease
in the utilization of net operating loss carryforwards during fiscal 2004 compared to fiscal 2003. We expect that the effective tax
rate will increase in fiscal 2005 to approximately 35%.The expected increase in the effective tax rate is primarily due to the reduction
of net operating loss carryforwards available to offset future taxable income.

Discontinued Operations

In June 2003, we spun off to our stockholders substantially all of our manufactured housing operations, and in January 2004, we
spun off to our stockholders our entire equity interest in Construction Products. As a result of the spin-offs, the earnings from these
operations have been reclassified to discontinued operations in the Statements of Consolidated Earnings. All prior period information
related to these discontinued operations has been reclassified to be consistent with the March 31, 2004 presentation.

For the years ended March 31, 2004 and 2003, discontinued operations had revenues of $461.9 million and $643.2 million and
operating earnings of $49.9 million and $47.5 million, respectively. In connection with the tax-free distribution of our interests in
Construction Products, we recognized, as a component of discontinued operations, a tax benefit of $33.5 million. The tax benefit
is a result of the reversal of a deferred tax liability for the difference between the financial carrying amount of our investment
in Construction Products and the respective tax basis, which was no longer required given the tax-free nature of the distribution.
In connection with the spin-offs, we recorded a dividend to stockholders of §420.3 million representing our net investments in
manufactured housing operations and Construction Products on the respective spin-off dates.

FiscAL YEAR 2003 CoMPARED TO FisCAL YEAR 2002

Home Building

The following summarizes the results of our Home Building operations for the two-year period ended March 31, 2003 (dollars in
millions except per unit data and lot information):

[ For the Years Ended March 31,
2003 2002
% Change % Change
Revenues — Housing $ 5,818.8 18.9% $ 4,894.8 15.1%
Revenues — Land Sales and Other 103.9 34.2% 77.4 (24.3%)
Cost of Sales — Housing (4,362.7) 17.8% (3,703.9) 12.5%
Cost of Sales — Land Sales and Other (91.3) 40.7% (64.9) 12.3%
Selling, General and Administrative
Expenses (849.2) 16.4% (729.4) 18.6%
Earnings from Unconsolidated Entities 32.2 29.3% 24.9 8,400.0%
Operating Earm’ngs $  651.7 30.6% $ 498.9 27.8%
Operatjng Earnings as a Percentage
of Revenues 11.0% NM 10.0% NM
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Domestic
The following summarizes the results of our Home Building domestic operations for the two-year period ended March 31, 2003:

{ For the Years Ended March 31,
2003 2002
% Change % Change
Units Closed 26,427 15.1% 22,960 11.1%
Average Unit Sales Price $220,183 3.0% $213,738 3.8%
Operating Earnings Per Unit $ 23,889 12.7% § 21,193 12.2%
Backlog Units 12,050 28.6% 9,371 1.1%
Average Operating Neighborhoods 519 9.5% 474 3.7%
Closings Per Average Neighborhood 50.9 5.2% 48.4 7.1%
Lots Owned 59,844 37.5% 43,513 16.6%
Lots Controlled 70,926 39.6% 50,819 17.8%
Total Lots Owned and Controlled 130,770 38.6% 94,332 17.2%

Revenues increased for the year ended March 31, 2003 primarily due to an increase in units closed and higher unit sales prices.
The increase in units closed was the result of a higher number of operating neighborhoods in fiscal 2003 versus fiscal 2002. The
increase in the unit sales price was largely driven by higher selling prices in the Washington, D.C., New Jersey and California markets.

Cost of sales was 75.2% of revenues for the year ended March 31, 2003 compared to 75.8% of revenues for the same period in
the prior year, The decrease in cost of sales as a percentage of revenue is a result of higher per unit sales price and ongoing cost
reduction efforts. The increase in selling, general and administrative expenses was due to incremental costs associated with closing
more homes and higher personnel costs to support Home Building’s growth in neighborhoods.

As a result of the increase in revenues, decrease in cost of sales as a percentage of revenues, and the continued leverage of the
selling, general and administrative expenses discussed above, operating earnings for the year ended March 31, 2003 were 10.7% of
revenues compared to operating earnings of 9.8% of revenues for the same period last year.

Units in backlog increased due to an increase in neighborhoods and an increase in sales versus the prior year.

Included in Home Building’s financial results is equity in earnings of the Partnership’s international operations of $20.4 million
and $12.3 million for the years ended March 31, 2003 and 2002, which was reclassified from the Investment Real Estate segment
to conform to the fiscal year 2004 presentation,

Financial Services

The following summarizes the results of our Financial Services operations for the two-year period ended March 31, 2003
(dollars in millions):

r For the Years Ended March 31,
2003 2002
% Change % Change
Revenues $ 855.0 22.2% $  699.8 50.9%
Cost of Sales (184.5) 16.0% (159.1) 71.8%

Selling, General and Administrative

Expenses (508.7 19.4%  (426.0 21.3%
Operating Earnings $ 161.8 41.1% s 114.7 482.2%
Interest Margin s 172.4 60.1% $ 1077 245.2%
Origination Volume $16,497.4 13.5% $14,537.9 37.2%
Number of Loans Originated 114,382 6.6% 107,339 23.1%
Number of Loan Applications 338,136 35.8% 249,030 13.5%
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Conforming Mortgage Lending
The following summarizes the results of our Conforming Mortgage Lending operations for the two-year period ended March 31,
2003 (dollars in millions):

ﬁ For the Years Ended March 31,
2003 2002
% Change % Change
Revenues § 4539 14.3% $ 397.2 30.8%
Cost of Sales (7.0 (50.7%) (14.2) (21.5%)

Selling, General and Administrative

Expenses (332.2) 13.2% (293.4) 16.6%
Operating Earnings $ 114.7 28.0% $ 89.6 163.5%
Interest Margin s 85 32.8% § 6.4 700.0%
Average Interest Earning Assets $198.6 (18.5%) § 243.7 11.1%
Average Yield 7.18% NM 7.86% NM
Average Interest Bearing Liabilities $ 132.4 (37.3%) $211.0 9.2%
Average Rate Paid 4.08% NM 5.57% NM

Our business strategy of selling conforming loans reduces our capital investment and related risks, provides substantial liquidity
and is an efficient process given the size and maturity of the conforming mortgage loan secondary capital markets. CTX Mortgage
Company, LLC originates mortgage loans, holds them for a short period and sells them to HSF-I and investors. HSF-I was an
unaffiliated entity that was not consolidated with Financial Services or Centex Corporation and subsidiaries at March 31, 2003.
HSE-I purchases mortgage loans, at closing, from CTX Mortgage Company, LLC with the proceeds from the issuance of securitized
medium term notes, secured liquidity notes and subordinated certificates that are extendable for up to five years. The debt, interest
income and interest expense of HSF-1 were not reflected in the financial statements of Financial Services or Centex Corporation
and subsidiaries at March 31, 2003. CTX Mortgage Company, LLC sold $10.55 billion and §10.20 billion of mortgage loans to
HSF-1 and repurchased $6.9 million and $1.1 million of delinquent or foreclosed mortgage loans from HSF-1 during the years
ended March 31, 2003 and 2002, respectively. CTX Mortgage Company, LLC recognized gains on the sale of mortgage loans of
$254.5 million and §188.9 million for the years ended March 31, 2003 and 2002, respectively.

The increase in revenues for the year ended March 31, 2003 is primarily related to an increase in CTX Mortgage Company, LLC
originations as well as higher revenue from Title and Insurance operations. The increase in originations and Title and Insurance revenues
was due, in large part, to an increase in mortgage loans originated for Centex Homes’ buyers and an increase in refinancing business.

In the normal course of its activities, CTX Mortgage Company, LLC carries inventories of loans pending sale to third-party
investors and earns an interest margin, that we define as the difference between interest revenue on mortgage loans held for sale or
investment and interest expense on debt used to fund the mortgage loans, CTX Mortgage Company, LLC uses short-term mortgage
warehouse facilities to finance these inventories of loans. The fact that the average rate paid on interest bearing liabilities decreased
significantly more than the yield earned on interest earning assets decreased and the increase in originations noted above led to an
increase in net interest margin.
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The following table provides a comparative analysis of mortgage loan originations and applications for the two-year period ended
March 31, 2003:

L For the Years Ended March 31,
2003 2002
% Change % Change
Origination Volume ($ in millions) $13,991.2 12.4% §12,445.5 40.1%
Number of Loans Originated
Builder 18,127 17.4% 15,435 23.4%
Retail 66,807 2.9% 64,949 34.6%
84,934 5.7% 80,384 32.3%
Number of Loan Applications
Builder 20,103 23.0% 16,344 4.8%
Retail 69,883 16.1% 60,188 9.3%
89,986 17.6% 76,532 8.3%
Average Loan Size $ 164,700 6.4% $ 154,800 5.9%
Profit Per Loan $ 1,369 20.4% $ 1,137 103.0%

Per-loan profit increased due to increased operational leverage as a result of the increase in the volume of originations, as well as
an increase in Title and Insurance revenues and an improvement in the spread between the weighted-average coupon rate of loans
originated by CTX Mortgage Company, LLC and its cost of funds.

Sub-Prime Home Equity Lending
The following summarizes the results of our Sub-Prime Home Equity Lending operations for the two-year period ended March 31,
2003 (dollars in millions):

L For the Years Ended March 31,
2003 2002
% Change % Change
Revenues s 401.1 32.6% $ 302.6 89.2%
Cost of Sales (177.5) 22.5% (144.9) 94.5%

Selling, General and Administrative Expenses:

Operating Expenses (141.6) 22.%% (115.2) 21.0%
Loan Loss Provision (34.9) 100.6% (17.4) 286.7%
Operating Earnings $  47.1 87.6% $ 25.1 275.5%
Interest Margin § 163.9 61.8% $ 101.3 233.2%
Average Interest Earning Assets $3,895.5 48.4% $2,625.1 152.7%
Average Yield 8.76% NM 9.38% NM
Average Interest Bearing Liabilities $4,049.2 52.6% $2,653.9 164.8%
Average Rate Paid 4.38% NM 5.46% NM

The revenues and operating earnings of Centex Home Equity Company, LLC, or Home Equity, are derived primarily from interest
margin on mortgage loans held for investment. The majority of Home Equity’s loan originations are securitized and accounted for as
borrowings; interest isirecorded over the life of the loans using the interest, or actuarial method; the mortgage loans receivable and
the securitization debt remain on Home Equity’s balance sheet and the related interest margin is reflected in our income statement,
We commonly refer to these securitized mortgage loans as portfolio accounting method loans. This structure of securitizations has
been utilized since April 1, 2000. Previous loans originated were included in securitizations that utilized a structure that caused
them to be accounted for as sales. Under this structure, Home Equity retained a residual interest in, as well as the servicing rights
to, the securitized loans. We call this retained residual interest the mortgage securitization residual interest, or MSRI. As a result,
our balance sheet does not reflect the mortgage loans receivable and offsetting debt resulting from these securitizations. The estimated
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gain on the sale of these loans was included in earnings during the period in which the securitization transaction closed. Under

both structures, recourse on the securitized debt is limited to the payments received on the underlying mortgage collateral with no
recourse to Home Equity or Centex Corporation. As is common in these structures, Home Equity remains liable for customary
loan representations. The change in structure of the securitizations has no effect on the ultimate cash flow and profit recognized over
the life of the mortgages. However, the change in accounting for securitizations did affect the timing of profit recognition. Interest
margin, which is recognized over the life of the loan, is now Home Equity’s primary source of operating income as compared to
gain on sale of loans, which previously was recognized upon securitization. Home equity loans are securitized to provide a low cost
method for funding our mortgage operations and to reduce our interest rate exposure on fixed rate loans.

The revenues of Home Equity increased in fiscal 2003 as a result of continued growth in our portfolio of residential mortgage
loans held for investment. Interest margin, which we define as the difference between interest revenue on mortgage loans held
for sale or investment and interest expense on debt used to fund the mortgage loans, increased primarily as a result of an increase in
the portfolio of mortgage loans held for investment and a decrease in interest rates on debt used to fund mortgage loans.

Average interest earning assets and liabilities increased primarily due to an increase in the volume of loan originations and an
increase in average loan size (see table below). The fact that the average rate paid on interest bearing liabilities decreased significantly
more than the yield earned on interest earning assets decreased and the increase in originations noted below resulted in the increase
in net interest margin.

The following summarizes Home Equity’s portfolio of mortgage loans, based on the securitization structure, as of March 31,
2003 and 2002:

1 For the Years Ended March 31,

2003 2002
% Change % Change
Servicing Portfolio:
Number of Loans
Portfolio Accounting Method 61,073 35.1% 45211 70.5%
Other 13,329 (24.4%) 17,622 (24.0%)
Total 74,402 18.4% 62,833 26.4%
Dollars in billions
Portfolio Accounting Method $4.64 41.5% $3.28 85.3%
Other 0.84 (22.9%) 1.09 (27.3%)
Total $5.48 25.4% 54.37 33.6%

The following table provides a comparative analysis of mortgage loan originations and applications tor the two-year period ended
March 31, 2003:

’7 For the Years Ended March 31,
2003 2002
% Change % Change
Origination Volume $2,506.2 19.8% $2,092 4 21.8%
Number of Loans Originated 29,448 9.2% 26,955 2.0%
Number of Loan Applications 248,150 43.9% 172,498 16.0%
Average Loan Size $ 85,100 9.7% $ 77,600 19.4%

The increase in origination volume was due to an increase in average loan size. The slight increase in the number of originations
relative to the larger increase in total applications is reflective of Home Equity’s continued adherence to its credit underwriting
guidelines.

The increase in Home Equity’s operating earnings is primarily the result of the increase in interest margin, as noted above.
Interest income will be positively affected as the portfolio of mortgage loans held for investment increases and matures. The increase
in interest margin was partially offset by an increase in servicing and production costs, mostly attributable to loan volume and loan
servicing growth, and an increase in the provision for losses on residential mortgage loans held for investment.
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Home Equity’s selling, general and administrative expenses increased as a result of Home Equity’s growth. Home Equity’s
increase in loan production volume, the expansion of its branch offices and the increase in the number of its employees are directly
related to a corresponding increase in salaries and related costs, rent expense, group insurance costs and advertising expenditures.
The remainder of the increase was due to an increase in the provision for loan losses.

The increase in the provision for losses occurred primarily because the amount of the residential mortgage loans held for investment
increased and the residential mortgage loan portfolio continued to mature. As the age and size of the residential mortgage loan
portfolio continues to mature and grow, we expect the provision for losses, the loans charged off and the allowance ratios to continue
to increase, For a more detailed discussion of our accounting policy and methodology for establishing the provision for losses, see
“Critical Accounting Estimates — Valuation of Residential Mortgage Loans Held for Investment” on page 75 of this Report. Changes
in the allowance for losses is illustrated in Note (C), “Allowance for Losses on Residential Mortgage Loans Held for Investment,” of
the Notes to Consolidated Financial Statements on page 34 of this Report.

The primary risks in Home Equity’s operations are consistent with those of the financial services industry and include credit
risk associated with its loans, liquidity risk related to funding its loans and interest rate risk prior to securitization of the loans. In
addition, as Home Equity services its loans, it is also subject to customer prepayment risks, which would curtail Home Equity’s
servicing and interest income related to the respective prepaid loan.

Construction Services

The following summarizes Construction Services’ results for the two-year period ended March 31, 2003 (dollars in millions):

l For the Years Ended March 31,
2003 2002
% Change % Change
Revenues $1,517.9 17.1% §1,296.0 0.4%
Operating Earnings S 307 (15.2%) $  36.2 17.2%
New Contracts Executed $ 857 (41.1%) $ 1,455 (24.6%)
Backlog of Uncompleted Contracts $ 1,520 (30.3%) $ 2,180 7.8%

The increase in revenues was primarily the result of a shift in the stage of completion of certain longer-term construction contracts.
Additionally, in fiscal 2003, we had a greater volume of shorter-term construction contracts as compared to the prior year. Operating
earnings for the group decreased primarily as a result of a decrease in project margins reflective of the current construction environ-
ment. In addition, in fiscal 2003, Construction Services recorded a project profit write-down of $2.1 million related to a single
project and a $2.4 million write-down of a long-lived asset. The decreases in new contracts executed and backlog of uncompleted
contracts were the result of reduced activity in the commercial construction industry and delays in the execution of contracts for
awarded projects. Future operating margins and earnings are likely to be impacted by this reduced activity and our lower backlog,

Investment Real Estate

The following summarizes Investment Real Estate’s results for the two-year period ended March 31, 2003 (dollars in millions):

For the Years Ended March 31,
2003 2002
% Change % Change
Revenues $33.3 (37.6%) $53.4 90.0%
Earnings from Unconsolidated Entities $13.2 97.0% $ 6.7 36.7%
Operating Earnings $34.0 (5.0%) $35.8 (29.7%

The changes in revenues and operating earnings were primarily related to the timing of property sales. Property sales contributed
operating earnings of $18.3 million for the year ended March 31, 2003 and $35.8 million for the same period last year.
The timing of sales is uncertain and can vary significantly from period to period.
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Other

Our Other segment includes corporate general and administrative expense and interest expense. Also included in our Other segment
arc our home services operations, which are not material for purposes of segment reporting,

r For the Years Ended March 31, 1
2003 2002
% Change % Change
Operating (Loss) Earnings from
home services s (9.6) (340.0%) s 4.0 (11.1%)
Corporate General and
Administrative Expenses (60.3) 20.1% (50.2) 36.0%
Interest Expense (60.3) 2.9% (58.6) 8.3%
Other (0.6) % 0.6) 20.0%
Operating Loss $(130.8) 24.1% $(105.4) 21.1%

The decrease in our home services division’s operating earnings in fiscal 2003 is primarily due to higher general and administrative
expenses, including higher marketing costs, and an $8.0 million provision in the fourth quarter to reduce the carrying value of
its remaining home security assets to estimated fair value. Our home services operations sold its chemical lawn care business in the
second quarter. The sale of this business did not have a material effect on home services’ operating earnings.

Corporate general and administrative expense represents compensation and other costs not identifiable with a specific segment.
The increase in corporate general and administrative expense is primarily related to an increase in personnel and higher compensation
resulting from continued improvements in our performance.

Our effective tax rate decreased to 30% for the year ended March 31, 2003 from 38% for the year ended March 31, 2002.

The decrease in the effective tax rate is primarily the result of the utilization of net operating loss carryforwards during fiscal 2003.

Discontinued Operations

In June 2003, we spun off to our stockholders substantially all of our manufactured housing operations, and in January 2004,

we spun off to our stockholders our entire equity interest in Construction Products. As a result of the spin-offs, the earnings of
these operations have been reclassified to discontinued operations in the Statements of Consolidated Earnings. All prior period
information related to these discontinued operations has been reclassified to be consistent with the March 31, 2004 presentation.
For the years ended March 31, 2003 and 2002, discontinued operations had revenues of §643.2 million and $593.0 million and
operating earnings of §47.5 million and $38.5 million, respectively.
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Financial Condition and Liquidity

The consolidating net cash used in or provided by the operating, investing and financing activities for the years March 31, 2004,
2003 and 2002 is summarized below (dollars in thousands). See “Statements of Consolidated Cash Flows with Consolidating Details”
on pages 22-23 of this Report for the detail supporting this summary.

[ For theYears Ended March 31,
2004 2003 2002
Net Cash (Used in) Provided by
Centex*
Operating Activities $ (332,931)| s (54,859); s 28,997
Investing Activities (33,361) 31,127 (227,946)
Financing Activities 99,381 281,645 342,001
Effect of Exchange Rate on Cash 692 — —
(266,219) 257,913 143,052
Financial Services.
Operating Activities 1,090,135 (39,443) 185,525
Investing Activities (1,931,321)| (1,412,615)( (1,506,841)
Financing Activities 844,373 1,440,015 1,336,676
3,187 (12,043) 15,360
Centex Corporation and Subsidiaries
Operating Activities 689,515 (3,579) 57,909
Investing Activities (1,896,493)| (1,545,988)| (1,604,094)
Financing Activities 943,254 1,795,437 1,704,597
Effect of Exchange Rate on Cash 692 - —
Net Increase (Decrease) in Cash $ (263,032)| § 245870 | § 158,412

* “Centex” represents a supplemental presentation that reflects the Financial Services segment as if accounted for under the equity method. We believe that separate
disclosure of the consolidating information is useful because the Financial Services subsidiaries operate in a distinctly different financial environment that generally requires
significantly less equity to support their higher debt levels compared to the operations of our other subsidiaries; the Financial Services subsidiaries have structured their
financing programs substantially on a stand alone basis; and Centex has limited obligations with respect to the indebtedness of our Financial Services subsidiaries.
Management uses this information in its financial and strategic planning. We also use this presentation to allow investors to compare us to homebuilders that do not have
financial services operations.

We generally fund our Centex operating and other short-term liquidity needs through cash provided by operations, borrowings
from commercial paper and other short-term credit arrangements and the issuance of medium-term notes and other debt securities.
Centex’s operating cash is derived primarily through home and land sales from our Home Building segment and general contracting
fees obtained through our Construction Services segment. During fiscal 2004, cash was primarily used in Centex’s operating activities
to finance increases in Home Building inventories relating to the increased level of sales and resulting units under construction during
the year, and for the acquisition of land held for development. The funds provided by Centex’s financing activities were primarily
from debt issued to fund the increased homebuilding activity.

We generally fund our Financial Services’ operating and other short-term liquidity needs through securitizations, committed
credit facilities, proceeds from the sale of mortgage loans to investors and cash flows from operations. Financial Services’ operating
cash is derived primarily through sales of mortgage loans, interest income on mortgage loans held for investment and origination
and servicing fees. Effective June 30, 2003, Financial Services consolidated $2.48 billion of HSF-I’s residential mortgage leans held
for sale. The initial consolidation of HSF-I was not reflected in the Statements of Consolidated Cash Flows, as it was a non-cash
transaction. As these mortgage loans have been sold in the secondary market, an inflow of cash from operating activities has
occurred. During fiscal 2004, cash was primarily used in Financial Services’ investing activities to finance increases in residential
mortgage loans held for investment. For additional discussion on the consolidation of HSF-I in June 2003, see Note (F),
“Indebtedness,” of the Notes to Consolidated Financial Statements of Centex Corporation and subsidiaries on pages 36-40 of this
Report. The funds provided by Financial Services’ financing activities were primarily from new debt used to fund the increased
residential mortgage loan activity.
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Our future cash requirements are illustrated in the following table of contractual obligations as of March 31, 2004 (in thousands):

Payments Due by Period

Less Than More Than
1 Year 1-3 Years 3-5 Years 5 Years Total
Centex

Long-term Debt® $ 34,916 $ 790,819 $ 377,840 $1,372,545 $2,576,120
Capital Leases 409 660 305 151 1,525
Operating Leases 33,728 59,667 47,815 40,480 181,690
Purchase Obligations 22,322 - - - 22,322
91,375 851,146 425,960 1,413,176 2,781,657

Financial Services®
Long»term Debt 2,043,473 3,282,993 1,041,559 47,140 6,415,165
Operating Leases 23,181 31,158 16,031 27,921 98,291
2,066,654 3,314,151 1,057,590 75,061 6,513,456
$2,158,029 $4,165,297 $1,483,550 $1,488,237 $9,295 113

(1) The amount of debt subject to a variable interest rate is $32.5 million, of which $23.3 million was based on the U.S. Libor rate of 1.09% at March 31, 2004 and
$9.2 million was based on the U.K, Libor rate of 4.375% at March 31, 2004.

(2) The amount of debt subject to a variable interest rate is $3.41 billion. The basis of the rate is U.S. Libor which was 1.09% at March 31, 2004.

As outlined above, our primary contractual obligations are payments under long-term debt agreements and lease payments
under operating leases. Purchase obligations primarily represent specific performance agreements of our Home Building segment
that in essence may require us to purchase the land contingent upon the land seller meeting certain obligations, joint funding
obligations and open purchase orders. Financial Services long-term debt associated with Home Equity includes Asset-Backed
Certificates related to securitized residential mortgage loans structured as collateralized borrowings. The principal and interest on
these certificates are paid from the liquidation of the underlying residential mortgage loans, which serve as collateral for the debt.
Accordingly, the timing of the principal payments on these certificates is dependent upon the payments received on the underlying
residential mortgage loans. The contractual obligations of this component of long-term debt are based on contractual maturities
adjusted for projected prepayments.

Our contractual obligations will be funded in the ordinary course of business through our operating cash flows and through our
credit facilities. Centex Corporation currently has an investment-grade credit rating from each of the principal credit rating agencies.
Our ability to finance our activities on favorable terms is dependent to a significant extent on whether we are able to maintain our
investment-grade credit ratings. We attempt to manage our debt levels in order to maintain investment-grade ratings. If, however,
our debt ratings were downgraded, we would not have access to the commercial paper markets and might need to draw on our
existing committed backup facility, which exceeds our commercial paper program size.
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Our existing credit facilities and available capacity as of March 31, 2004 are summarized below (dollars in thousands):

Existing Credit Available
Facilities Capacity
Centex
Centex Corporation
Multi-Bank Revolving Credit Facility $ 800,000 s 800,000
Multi-Bank Revolving Letter of Credit Facility 250,000 80,351®
1,050,000” | 880,351
International homebuilding
Multi-Bank Revolving Credit Facility 182,620 82,179
Unsecured Credit Facility 36,524 36,524
219,144 118,703
Financial Services
Unsecured Credit Facilities 125,000 125,000®
Secured Credit Facilities 425,000 73,075®
Harwood Street Funding 1, LLC Facility 3,000,000 1,675,413
Harwood Street Funding II, LLC Facility 2,500,000 1,839,452
6,050,000 | 3,712,940
$7,319,144 | $4,711,9947

(1) This is a committed, multi-bank revolving credit facility, maturing in August 2006, which serves as backup for commercial paper borrowings. As of March 31, 2004,
there were no borrowings under this backup facility, and our $700 million commercial paper program had no amounts outstanding, We have not borrowed under this
revolving credit facility since its inception.

(2) This is a committed, multi-bank revolving letter of credit facility, maturing in August 2004. Letters of credit under this facility may expire no later than August 2005.

(3) In conjunction with the issuance of surety bonds in support of our Construction Services activity, Centex Corporation will provide letters of credit of up to §100 million
if Centex Corporation’s public debt ratings fall below investment grade‘ In support of this ratings trigger, we maintain a minimum of $100 million in unused committed
credit at all times.

(4) The international homebuilding operations maintain a secured, committed, multi-bank revolving £100 million credit facility. This facility is not guaranteed by nor is
there recourse to Centex Corporation. The international homebuilding operations also maintain an uncommitted, unsecured £20 million credit facility guaranteed by
Centex Corporation.

(5) Centex Corporation, CTX Mortgage Company, LLC and its related companies and Home Equity, on a joint and several basis, share in a $125 million uncommitted,
unsecured credit facility.

(6) CTX Mortgage Company, LLC and its related companies and Home Equity share in a $250 million committed secured credit facility to finance mortgage inventory.
CTX Mortgage Company, LLC and its related companies also maintain §165 million of committed secured mortgage warehouse facilities to finance mortgages.

In April 2004, these facilities, which totaled $165 million, increased to $210 million. Home Equity also maintains a §10 million committed secured mortgage warehouse
facility to finance mortgages.

(7) The amount of available capacity consists of $4.55 billion of committed capacity and $162 million of uncommitted capacity as of March 31, 2004. Although we believe
that the uncommitted capacity is currently available, there can be no assurance that the lenders under these facilities would elect to make advances if and when requested
to do so.

CTX Mortgage Company, LLC finances its inventory of mortgage loans held for sale principally through sales of conforming and
Jumbo “A” loans to HSF-I. HSF-1 acquires mortgage loans from CTX Mortgage Company, LLC, holds them for a period of 45 to 60
days and then resells them into the secondary market. HSF-I obtains the funds needed to purchase eligible mortgage loans from
CTX Mortgage Company, LLC by issuing (1) short-term secured liquidity notes that are currently rated A1+ by Standard & Poor’s,
or S&P, and P-1 by Moody’s Investors Service, or Moody’s, (2) medium-term debt that is currently rated A1+ by S&P and P-1 by
Moody’s and (3) subordinated certificates maturing in September 2004, November 2005 and June 2006, extendable for up to five
years, that are currently rated BBB by S&P and Baa2 by Moody’s. The purpose of this arrangement is to allow CTX Mortgage Company,
LLC to reduce the cost of financing the mortgage loans originated by it and to improve its liquidity. Because HSF-1 is a consolidated
entity, the debt, interest income and interest expense of HSF-I are reflected in the financial statements of Financial Services.
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Home Equity finances its inventory of mortgage loans held for investment principally through HSF-II, a wholly-owned, consolidated
entity, under a revolving sales agreement that expires upon final payment of the senior and subordinated debt issued by HSF-IL. This
arrangement, where HSF-II has committed to finance all eligible loans, gives Home Equity daily access to HSF-II’s capacity of $2.50
billion. HSF-II obtains funds through the sale of subordinated notes that are rated BBB by S&P, Baa2 by Moody’s, and BBB by Fitch,
and short-term secured liquidity notes that are rated A1+ by S&P, P-1 by Moody’s and F1+ by Fitch. Because HSF-Il is a consolidated
entity, the debt, interest income and interest expense of HSF-II are reflected in the financial statements of Financial Services.

Under our debt covenants, we are required to maintain certain leverage and interest coverage ratios and a minimum tangible net
worth. At March 31, 2004, we were in compliance with all of these covenants.

As of March 31, 2004, our short-term debt was $2.10 billion, all of which was applicable to Financial Services. Excluding
Financial Services, our short-term borrowings are generally financed at prevailing market interest rates from our commercial paper
programs and from uncommitted bank facilities.

During fiscal 2004, we issued senior notes in the aggregate principal amount of $300 million with an interest rate of 5.125%,
maturing in fiscal year 2014. On May 5, 2004, we issued $350 million aggregate principal amount of senior notes with an interest
rate of 5.70%, maturing in fiscal year 2015.

Our outstanding debt (in thousands) as of March 31, 2004 was as follows (due dates are presented in fiscal years)®:

Centex
Senior Debt:
Medium-term Note Programs, weighted-average 4.67%, due through 2007 $ 258,000
Long-term Notes, weighted-average 6.73%, due through 2014 1,808,332
Other Indebtedness, weighted-average 3.13%, due through 2010 152,152
Subordinated Debt:
Subordinated Debentures, 8.75%, due in 2007 99,763
Subordinated Debentures, 7.38%, due in 2006 99,943
2 418,190
Financial Services
Short-term Debt:
Short-term Notes Payable 601,718
Harwood Street Funding I and II, LLC Secured Liquidity Notes 1,502,798
Home Equity Asset-Backed Certificates, weighted-average 3.52%,
due through 2034 5,964,924
Harwood Street Funding I, LLC Variable Rate Subordinated Extendable
Certificates, weighted-average 3.06%, due through 2007 139,000
Harwood Street Funding 11, LLC Variable Rate Subordinated Notes,
weighted-average 3.24%, due through 2009 93,750
8,302,190
Total $10,720,380

{1) Certain of the borrowings described in the table above vary on a seasonal basis and depend on the working capital needs of our operations.
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Certain Off-Balance Sheet Obligations

The following is a summary of certain off-balance sheet arrangements and other obligations and their possible effects on our liquidity
and capital resources.

Joint Ventures

We conduct a portion of our land acquisition, development and other activities through our participation in joint ventures in which
we hold less than a majority interest. These land related activities typically require substantial capital, and partnering with other
developers allows Centex Homes to share the risks and rewards of ownership while providing for efficient asset utilization. Our
investment in these non-consolidated joint ventures, accounted for using the equity method, was $140.1 million and §102.3 million
at March 31, 2004 and 2003, respectively. These joint ventures had total outstanding secured debt of approximately $207.7 million
and $232.5 million at March 31, 2004 and 2003, respectively. Our liability with respect to this debt, based on our ownership
percentage of the related joint ventures, is limited to approximately $53.0 million and $41.9 million at March 31, 2004 and 2003,
respectively. Under the structure of this debt, we become liable up to these amounts only to the extent that the construction debt
exceeds a certain percentage of the value of the project. At March 31, 2004 and 2003, we were not liable for any of this debt.

For a discussion of the impact of new accounting pronouncements on our accounting for transactions with non-consolidated joint
ventures, see “Recent Accounting Pronouncements” on pages 33-34 of this Report.

Critical Accounting Estimates

Some of our critical accounting policies require the use of judgment in their application or require estimates of inherently uncertain
matters. Our accounting policies are in compliance with generally accepted accounting principles; however, a change in the facts and
circumstances of the underlying transactions could significantly change the application of the accounting policies and the resulting
financial statement impact. Listed below are those policies that we believe are critical and require the use of complex judgment in
their application.

Impairment of Long-Lived Assets

Housing projects and land held for development and sale are stated at the lower of cost (including direct construction costs, capital-
ized interest and real estate taxes) or fair value less cost to sell. Property and equipment is carried at cost less accumulated deprecia-
tion. We assess these assets for recoverability in accordance with the provisions of Statement of Financial Accounting Standards No.
144, “Accounting for the Impairment or Disposal of Long-Lived Assets,” or SFAS No. 144. SFAS No. 144 requires that long-lived
assets be reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may
not be recoverable. Recoverability of assets is measured by comparing the carrying amount of an asset to future undiscounted net
cash flows expected to be generated by the asset. These evaluations for impairment are significantly impacted by estimates of revenues,
costs and expenses and other factors. If these assets are considered to be impaired, the impairment to be recognized is measured by
the amount by which the carrying amount of the assets exceeds the fair value of the assets. No significant impairments of long-lived
assets were recorded in fiscal 2004, 2003 or 2002,

Goodwill

Goodwill represents the excess of purchase price over net assets of businesses acquired. See Note (E), “Goodwill,” of the Notes to
Consolidated Financial Statements on page 29 of this Report for a summary of the changes in goodwill by segment. We adopted the
provisions of Statement of Financial Accounting Standards No. 142, “Goodwill and Other Intangible Assets,” or SFAS No. 142,
effective April 1, 2001, Upon the adoption of SFAS No. 142, goodwill is no longer subject to amortization. Rather, goodwill will be
subject to at least an annual assessment for impairment, at the reporting unit level, by applying a fair value-based test. If the carrying
amount exceeds the fair value, an impairment has occurred. We continually evaluate whether events and circumstances have occurred
that indicate the remaining balance of goodwill may not be recoverable, Fair value is estimated using a discounted cash flow or market
valuation approach. Such evaluations for impairment are significantly impacted by estimates of future revenues, costs and expenses
and other factors. If the goodwill is considered to be impaired, the impairment to be recognized is measured by the amount by which
the carrying amount of the goodwill exceeds the fair value of the future cash flows. We had no impairment of goodwill in fiscal 2004,
2003 and 2002,
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Land Held Under Option Agreements Not Owned

In order to ensure the future availability of land for homebuilding, the Company enters into lot option purchase agreements with
unaffiliated third parties. Under the option agreements, the Company pays a stated deposit in consideration for the right to purchase
land at a future time, usually at predetermined prices. These options generally do not contain performance requirements from the
Company nor obligate the Company to purchase the land.

The Company has evaluated those entities with which we entered into lot option agreements in accordance with the provisions of
Financial Accounting Standards Board (“FASB”) Interpretation No. 46, “Consolidation of Variable Interest Entities,” as revised (“FIN
46”). The provisions of FIN 46 require the Company to consolidate the financial results of a variable interest entity if the Company is
the primary beneficiary of the variable interest entity. Variable interest entities are entities in which (1) equity investors do not have a
controlling financial interest and/or (2) the entity is unable to finance its activities without additional subordinated financial support
from other parties. The primary beneficiary of a variable interest entity is the owner or investor that absorbs a majority of the variable
interest entity’s expected losses and/or receives a majority of the variable interest entity’s expected residual returns.

The Company determines if it is the primary beneficiary of variable interest entities based upon analysis of the variability of the
expected gains and losses of the variable interest entity. Expected gains and losses of the variable interest entity are highly dependent
upon management’s estimates of the variability and probabilities of future land prices, the probabilities of expected cash flows and
entitlement risks related to the underlying land, among other factors. Based on this evaluation, if the Company is the primary
beneficiary of those entities with which we have entered into lot option agreements, the variable interest entity is consolidated. For
purposes of consolidation, to the extent financial statements are available, the Company consolidates the assets and liabilities of the
variable interest entity. If financial statements for the variable interest entity are not available, the Company records the remaining
purchase price of land in the Consolidated Balance Sheets under the caption, land held under option agreements not owned, with a
corresponding increase in minority interests. Lot option deposits related to these options are reclassified to land held under option
agreements not owned.

See Note (I), “Land Held Under Option Agreements Not Owned and Other Land Deposits,” of the Notes to Consolidated
Financial Statements on pages 41-42 of this Report for further discussion on the results of our analysis of lot option agreements.

Valuation of Residential Mortgage Loans Held for Investment

Home Equity originates and purchases loans in accordance with standard underwriting criteria. The underwriting standards are
primarily intended to assess the creditworthiness of the mortgagee, the value of the mortgaged property and the adequacy of the
property as collateral for the home equity loan.

Home Equity establishes an allowance for losses by recording a provision for losses in the statement of consolidated earnings
when it believes a loss has occurred. When Home Equity determines that a residential mortgage loan held for investment is partially
or fully uncollectible, the estimated loss is charged against the allowance for losses. Recoveries on losses previously charged to the
allowance are credited to the allowance at the time the recovery is collected.

We believe that the allowance for losses is sufficient to provide for credit losses in the existing residential mortgage loans held
for investment, which include real estate owned. We evaluate the allowance on an aggregate basis considering, among other things,
the relationship of the allowance to residential mortgage loans held for investment and historical credit losses. The allowance
reflects our judgment of the present loss exposure at the end of the reporting period. A range of expected credit losses is estimated
using historical losses, static pool loss curves and delinquency modeling These tools take into consideration historical information
regarding delinquency and loss severity experience and apply that information to the portfolio at each reporting date.

Although we consider the allowance for losses on residential mortgage loans held for investment reflected in our consolidated
balance sheet to be adequate, there can be no assurance that this allowance will prove to be sufficient over time to cover ultimate
losses. This allowance may prove to be insufficient due to unanticipated adverse changes in the economy or discrete events adversely
affecting specific customers or industries. See Note (C), “Allowance for Losses on Residential Mortgage Loans Held for Investment,”
of the Notes to Consolidated Financial Statements on page 34 of this Report for a discussion of the changes in the allowance for losses.
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Mortgage Securitization Residual Interest

Home Equity uses mortgage securitizations to finance its mortgage loan portfolio. For securitizations prior to April 2000, which
Home Equity accounted for as sales, Home Equity retained a mortgage securitization residual interest, or MSRI. The MSRI represents
the present value of Home Equity’s right to receive, over the life of the securitization, the excess of the weighted-average coupon on
the loans securitized over the interest rates on the securities sold, a normal servicing fee, a trustee fee and an insurance fee, where
applicable, net of the credit losses relating to the loans securitized. Home Equity estimates the fair value of MSRI through the application
of discounted cash flow analysis, Such analysis requires the use of various assumptions, the most significant of which are anticipated
prepayments (principal reductions in excess of contractually scheduled reductions), estimated future credit losses and the discount
rate applied to future cash flows. See Note (A), “Significant Accounting Policies,” of the Notes to Consolidated Financial Statements
on pages 26-34 of this Report for a discussion of the sensitivity of the MSRI to changes in the assumptions.

Loan Origination Reserve
CTX Mortgage Company, LLC has established a liability for anticipated losses associated with loans originated. This liability includes
losses associated with certain borrower payment defaults, credit quality issues or misrepresentation. CTX Mortgage Company, LLC
estimates the losses that may be incurred for certain loan originations based on, among other factors, historical loss rates and current
trends in loan originations. This liability reflects management’s judgment of the loss exposure at the end of the reporting period.
Although we consider the loan origination reserve reflected in our consolidated balance sheet at March 31, 2004 to be adequate,
there can be no assurance that this reserve will prove to be sufficient over time to cover ultimate losses in connection with our loan
originations. This reserve may prove to be insufficient due to unanticipated adverse changes in the economy or discrete events
adversely affecting specific customers.

Warranty Accruals
Home Building offers a ten-year limited warranty for most homes constructed and sold in the United States and in the United Kingdom.
The United States warranties cover defects in materials or workmanship in the first year of the home and certain designated components
or structural elements of the home in the second through tenth years. The United Kingdom warranties cover defects in materials or
workmanship in various components of the home for the first two years and designated structural elements of the home in the third
through tenth years. In California, effective January 1, 2003, Centex Homes began following the statutory provisions of Senate Bill
800, which in part provides a statutory warranty to customers and a statutory dispute resolution process. Home Building estimates
the costs that may be incurred under its warranty program for which it will be responsible and records a liability at the time each
home is closed. Factors that affect Home Building’s warranty liability include the number of homes closed, historical and anticipated
rates of warranty claims and cost per claim. Home Building periodically assesses the adequacy of its recorded warranty liability
and adjusts the amountts as necessary. Although we consider the warranty accruals reflected in our consolidated balance sheet to be
adequate, there can be no assurance that this accrual will prove to be sufficient over time to cover ultimate losses.

Effective April 1, 2004, Home Building’s United States warranties covering defects in materials or workmanship were extended
to two years.

Insurance Accruals

We have certain deductible limits under our workers’ compensation, automobile and general liability insurance policies for which
reserves are actuarially determined based on claims filed and an estimate of claims incurred but not vet reported. Projection of
losses concerning these liabilities is subject to a high degree of variability due to factors such as claim settlement patterns, litigation
trends and legal interpretations, among others. Although we consider the insurance accruals reflected in our consolidated balance
sheet to be adequate, there can be no assurance that this accrual will prove to be sufficient over time to cover ultimate losses.
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Recent Accounting Pronouncements

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities,” as revised, or FIN 46, which
modified the accounting for certain entities in which (1) equity investors do not have a controlling financial interest and/or (2) the
entity is unable to finance its activities without additional subordinated financial support from other parties. As of March 31, 2004,
all the provisions of FIN 46 apply, and we have interests in HSF-I, certain land option agreements and joint ventures that are affected
by this interpretation, The nature of these entities’ operations, the amounts consolidated in our financial statements, our potential
maximum exposure related to these entities and the applicability of FIN 46 to these entities are discussed as follows:

HSF-1 Note (F), “Indebtedness”
Joint Ventures Note (H), “Commitments and Contingencies”
Land Option Agreements Note (1), “Land Held Under Option Agreements not Owned and Other Land Deposits”

In April 2003, the FASB issued Statement of Financial Accounting Standards No. 149, “Amendment of Statement 133 on Derivative
Instruments and Hedging Activities,” or SFAS No. 149.The statement amends and clarifies financial accounting and reporting for deriv-
ative instruments and hedging activities under Statement of Financial Accounting Standards No. 133, “Accounting for Derivative
Instruments and Hedging Activities,” or SFAS No. 133, by requiring that contracts with comparable characteristics be accounted for
similarly, resulting in more consistent reporting of contracts as either derivatives or hybrid instruments. A portion of this statement
is effective for contracts entered into or modified and for hedging relationships designated after June 30, 2003. The remainder
of this statement codifies previously issued SFAS No. 133 implementation guidance, which retains its original effective dates. The
implementation of SFAS No. 149 did not have a material impact on the Company’s results of operations or financial position.

In May 2003, the FASB issued Statement of Financial Accounting Standards No. 150, “Accounting for Certain Financial
Instruments with Characteristics of both Liabilities and Equity,” or SFAS No. 150. The statement establishes standards for how an
issuer classifies and measures certain financial instruments with characteristics of both liabilities and equity. It requires that an issuer
classify a financial instrument that is within the scope of SFAS No. 150 as a liability (or an asset in some circumstances). Certain
provisions of this statement are effective for financial instruments entered into or modified after May 31, 2003. In October 2003,
FASB deferred indefinitely certain provisions of this Statement pertaining to non-controlling interests in limited life entities. The
implementation of the provisions of SFAS No. 150 which are effective did not have an impact on the Company’s results of operations
or financial position.

On March 9, 2004, the SEC issued Staff Accounting Bulletin No. 105, “Application of Accounting Principles to Loan Commitments,”
or SAB 105. SAB 105 applies to all interest rate lock commitments (“IRLCs”) entered into after March 31, 2004. SAB 105 expresses the
SEC stafl’s view that the fair value of IRLCs should not consider the expected future cash flows related to the associated servicing of the
future loan. CTX Mortgage Company, LLC does enter into IRLCs with certain customers; however, no servicing income is recorded
upon entering into the IRLC. Accordingly, SAB 105 will not have an effect on the Company’s financial position or results of operations.

FORWARD-LOOKING STATEMENTS

Various sections of this Report, including Business, Management’s Discussion and Analysis of Financial Condition and Results of
Operations, Other Developments and Outlook sections, contain forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, Section 21E of the Securities Act of 1934 and the Private Securities Litigation Reform Act of 1995.
Forward-looking statements may be identified by the context of the statement and generally arise when we are discussing our beliefs,
estimates or expectations. These statements are not historical facts or guarantees of future performance but instead represent only our
belief at the time the statements were made regarding future events, which are subject to significant risks, uncertainties, and other
factors, many of which are outside of the Company’s control. Actual results and outcomes may differ materially from what we express
or forecast in these forward-looking statements. All forward-looking statements made in this Report are made as of the date hereof,
and the risk that actual results will differ materially from expectations expressed in this Report will increase with the passage of time.
We undertake no duty to update any forward-looking statement to reflect future events or changes in our expectations.
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Manag@mem% Discussion and A\mﬂysﬁs of
Financial Condition and Results of Operations

In addition to the specific risks and uncertainties discussed elsewhere in this Report, the following risks and uncertainties may
affect our business, operations, financial condition or results of operations:

*

Our Home Building operations are sensitive to changes in general economic conditions, including levels of employment,
consumer confidence and income, availability of financing, interest rate levels and changes in the economic condition of the
local markets in which we operate.

Our Home Building operations depend to a significant extent upon our being able to acquire land that is suitable for residential
development at acceptable prices and in locations that are desirable to us. Any increases in the cost or reductions in the
supply of suitable land for development could affect the revenues or operating earnings of our Home Building operations.
Our Home Building operations may be adversely affected by increases in interest rates. The majority of our home buyers
finance their purchases of homes. In general, housing demand is likely to be adversely affected by significant increases in
interest rates. If mortgage interest rates increase significantly and the ability or willingness of prospective buyers to finance
home purchases is adversely affected, our operating results may be adversely affected.

Our Home Building and Construction Services operations could be adversely affected by fluctuating lumber prices and
supply, as well as shortages of other materials, including insulation, drywall, concrete, carpenters, electricians and plumbers.
In addition, both our Home Building and Construction Services operations are subject to risks and uncertainties involving
the cost and availability of labor and labor disputes. These factors could cause delays in construction that could have an
adverse effect upon our Home Building and Construction Services operations.

Our international homebuilding operations are affected by fluctuations in the value of the United States dollar as compared
to the British pound sterling and changes in the British economy to the extent those changes affect the homebuilding market
in the United Kingdom. We do not currently use any hedging instruments or other strategies to manage currency risks related
to fluctuations in the value of the United States dollar or the British pound sterling,

Our Home Building operations are also subject to other risks and uncertainties, including seasonal variations, adverse
weather conditions, the general demand for housing in national and regional markets and new construction and the resale
market for existing homes.

Although national demand for commercial construction is relatively stable, individual markets do experience moderate
cyclicality and can be sensitive to overall capital spending trends in the economy, changes in federal and state appropriations
for construction projects, financing and capital availability for commercial real estate and competitive pressures on the
availability and:pricing of construction projects.

Our Construction Services operations are also subject to other risks and uncertainties, including the timing of new awards
and the funding of such awards; adverse weather conditions; cancellations of, or changes in the scope to, existing contracts;
the ability to meet performance or schedule guarantees and cost overruns.

An increase in interest rates could have an adverse affect on our Financial Services operations. The operations of CTX
Mortgage Company, LLC are influenced by borrowers’ perceptions of and reactions to interest rates. Any significant increase
in mortgage rates above currently prevailing levels could adversely affect the volume of loan originations due to curtailment
of refinancing activity.

Our Home Equity operations involve holding residential mortgage loans for investment and establishing an allowance for
credit losses on these loans. Although the amount of this allowance reflects our judgment as to our present loss exposure on
these loans, there can be no assurance that it will be sufficient to cover any losses that may ultimately be incurred.

All of our businesses operate in very competitive environments, which are characterized by competition from a number

of other homebuilders, mortgage lenders, and contractors in each of the markets in which we operate. Any increase in
competition has the potential to reduce the number of homes we sell, or to compel us to accept reduced profit margins

in order to maintain sales volume.

We are subject to various federal, state and local statutes, rules and regulations that could affect our businesses, includin
those concerning zoning, construction, protecting the environment and health. In addition, our businesses could be affected
by changes in federal income tax policy, federal mortgage lean financing programs and other changes in regulation or policy.
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(Dollars in thousands, except per share data)

For the Quarters Ended 2004 and 2003

2004
Revenues

Earnings from Continuing Operations®

Earnings from Discontinued Operations, net of Taxes

Cumulative Effect of a Change in Accounting Principle,
net of Taxes

Net Earnings

Earnings from Continuing Operations Per Share®®
Basic
Diluted
Net Earnings Per Share
Basic
Diluted
Average Shares Outstanding
Basic
Diluted

2003
Revenues

Earnings from Continuing Operations®
Earnings from Discontinued Operations, net of Taxes
Net Earnings

Earnings from Continuing Operations Per Share®®
Basic
Diluted
Net Earnings Per Share
Basic
Diluted
Average Shares Outstanding
Basic
Diluted

Quarter 1 Quarter 2 Quarter 3 Quarter 4
$2,172,629 | $2,428326 | $2,569,857 | $3,192,579
$ 133,217 $ 188,055 $ 187,870 S 267,989

9,573 11,334 10,800 32,108
- (13,260) - -
$ 142,790 | $ 186,129 | § 198,670 | § 300,097
$ 1.09 $ 1.53 $ 1.51 8 2.05
$ 1.04 S 1.46 S 1.43 $ 2.17
$ 1.17 $ 1.51 $ 1.60 $ 2.43
$ 1.12 3 1.44 $ 1.52 $ 2.30
122,490,530 | 123,427,650 | 124,076,292 | 123,525,669
127,865,692 | 129,076,874 | 130,659,958 | 130,515,294
$1,682,638 $1,908,121 $2,124,785 $2,713,161
s 77201 | s 105,275 | s 145,765 | s 198,571
10,554 10,334 10,119 (1,900)
§ 87,755 $ 115,609 § 155,884 § 196,671
S 0.63 S 0.87 $ 1 S 1.64
$ 0.61 N 0.84 $ 1.1 3 1.58
$ 0.72 S 0.95 s 1.29 S 1.62
$ 0.69 $ 0.92 $ 1.25 1.56
122,337,554 | 121,751,344 | 120,894,936 | 121,274,618
127,194,232 | 126,072,580 | 124,935,330 | 126,048,272

(1) The quarterly results presented in this table for the periods covered by the financial statements included in this Report and all prior periods have been adjusted to
reflect our Construction Products operations (spun off in January 2004) and our manufactured housing operations (spun off in June 2003) as discontinued operations.

(2) Earnings from Continuing Operations are Before Cumulative Effect of a Change in Accounting Principle. For more derailed discussion of the change in accounting
principle, see Note (F), “Indebtedness” of the Notes to Consolidated Financial Statements of Centex Corporation and subsidiaries on pages 36-40 of this Report.

(3) On March 12, 2004, we completed a two-for-one stock split in the form of a 100 percent stock dividend to our stockholders of record as of February 29, 2004.
All prior period earnings per share amounts have been restated to give retroactive application to the stock split.
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For the Years Ended March 31,

2004 2003 2002 2001

Revenues $10,363,391 | s 8,428,705 $7,123,794 $6,138,577
Earnings from Continuing Operations® $ 777,131 | s 526,812 $ 358,402 $ 265,194
Net Earnings § 827,686 | s 555919 $ 382,226 S 281,977
Stockholders’ Equity $ 3,050,225 | s 2,657,846 $2,116,773 $1,714,064
Net Earnings as a Percentage of Beginning Stockholders’ Equity 31.1% 26.3% 22.3% 19.9%
Total Assets $16,068,568 | $11,610,536 | $8,985,455 | $6,649,043
Deferred Income Tax Assets $ 157,678 | s 172,240 $ 166,346 s 126,570
Total Long-term Debt, Consolidated $ 8,615,864 | § 6,181,543 $4,776,199 | $2,758,118
Debt (with Financial Services reflected on the equity method)® $ 2,418,190 | s 2,024,953 | $1,605,797 | $1,182,250
Financial Services’ Debt 8,302,190 4,998,819 3,485,027 2,054,898
Total Debt, Consolidated $10,720,380 | $ 7,023,772 | $5,090,824 | $3,237,148
Capitalization (with Financial Services reflected on the

equity method)“}‘” $ 5,802,931 | § 4,683,755 $3,724,827 $2,901,39%4
Financial Services Capitalization® 8,820,005 5,380,226 3,797,355 2,323,155
Consolidation Adjustments (516,280) (379,671) (310,353) (266,124)
Total Capitalization, Consolidated $14,106,656 | s 9,684,310 | $7,211,829 | $4,958,425
Debt as a Percentage of Capitalization

Debt (with Financial Services reflected on the equity method® 41.7% 43.2% 43.1% 40.7%

Total Debt, Consolidated 76.0% 72.5% 70.6% 65.3%
Net Earnings Per Share — Basic $ 6.71 | § 4.57 $ 3.16 $ 2.39
Net Earnings Per Share — Diluted 3$ 6.40 | 3 441 $ 3.06 S 2.32
Cash Dividends $ 0.10 | $ 0.08 $ 0.08 $ 0.08
Book Value Based on Shares Outstanding at Year End $ 2487 | § 21.84 $ 17.30 $ 14.30
Stack Prices

High $ 58.40 | § 29.60 $ 31.55 $ 23.10

Low $ 26.78 | § 19.16 $ 14.02 $ 10.32

(1) The selected financial data presented in this table for the periods covered by the financial statements included in this Report and all prior periods have been adjusted
to reflect our Construction Products operations (spun off in January 2004) and our manufactured housing operations (spun off in June 2003) as discontinued operations.

(2) Earnings from Continuing Operations is Before Cumulative Effect of a Change in Accounting Principle. For more detailed discussion of the change in accounting
principle, see Note (F), “Indebtedness” of the Notes to Consolidated Financial Statements on pages 36-40 of this Report.

(3) Represents a supplemental presentation that reflects the Financial Services segment as if accounted for under the equity method. We believe that separate
disclosure of the consolidating information is useful because the Financial Services subsidiaries operate in a distinctly different financial environment that generally
requires significantly less equity to support their higher debt levels compared to the operations of our other subsidiaries; the Financial Services subsidiaries have
structured their financing programs substantially on a stand alone basis; and we have limited obligations with respect to the indebtedness of our Financial Services
subsidiaries. Management uses this information in its financial and strategic planning, We also use this presentation to allow investors to compare us to homebuilders
that do not have financial services operations.

(4) Capitalization is compased of Debt, Negative Goodwill, Minority Interest and Stockholders” Equity. Minority interest in fiscal 2004 includes $332.7 million

of minority interests recorded in connection with the consolidation of certain entities with which Home Building has lot option agreements. Negative Goodwill arose in
conjunction with the combination of Centex Real Estate Corporation with Vista Properties, Inc. in the fiscal year ended March 31, 1997. Fiscal years 2001 and 2000
include the accretion of negative goodwill to earnings as a reduction of costs and expenses. During fiscal 2001, negative goodwill was fully accreted.

(5) On March 12, 2004, we completed a two-for-one stock split in the form of a 100 percent stock dividend to our stockholders of record as of February 29, 2004.
All prior period stock prices, dividends and earnings per share have been restated to give retroactive application to the stock split.
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Summary of Selected Financial Data woadied

For the Years Ended March 31,

2000 1999 1998 1997 1996 1995

$5,353,312 | 54,639,366 | $3,533,758 | $3,545,611 | $3,102,987 | $3,277,504
$ 192,021 | s 185251 | s 106,288 | s 86,816 | $ 28,901 | s 17,091
$ 257,132 | § 231,962 | s 144,806 | 5 106,563 | 5 53,365 | 5 92,248
$1,419,349 | $1,197,639 | s 991,172 | s 835777 | s 722,836 | s 668,227

21.5% 23.4% 17.3% 14.7% 8.0% 13.8%
$4,038,740 | $4,334,746 | $3,416,219 | $2,678,829 | $2,336,966 | $2,049,698
§ 106,489 | 8 101,940 | 5 193496 | s 238,114 | s 4626 | 5 (5,237)
5 746,535 | 8 279,309 | 5 232,390 | § 236,129 | s 321,002 | s 222,530

$ 874,180 | s 571,411 | 5 297,390 | § 281,129 | § 408,253 | § 427,381
415,327 | 1,322,944 | 1,079,050 580,518 575,016 371,409

$1,289,507 $1,894,355 $1,376,440 $ 861,647 $ 983,269 $ 798,790

$2,350,728 | $1,864,425 | $1,398,091 | $1,262,802 | $1,131,089 | $1,095,608

620,080 | 1,443,890 | 1,171,106 631,441 612,115 466,012
(202,931) (119,092) (88,293) (48,186) (37,099) (94,603)
$2,767,877 | 83,189,223 | $2,480,904 | $1,846,057 | $1,706,105 | s$1,467,017
37.2% 30.7% 21.3% 22.3% 36.1% 39.0%
46.6% 59.4% 55.5% 46.7% 57.6% 54.5%

$ 217 | s 195 | s 123 093] s 047 | s 0.78
$ 211 s 1.88 | s 118 | 3 090 | s 046 | 5 076
$ 008 s 008 s 007 3 005 5 005 5 005
$  12.07| s 1009 | s 833 | s 7.20 | s 6.36 | § 5.95

$ 21.44 $ 22.88 $ 20.38 $ 10.44 | s 8.91 $ 8.10
3 8.75 3 13.00 $ 8.38 $ 647 | 5.88 $ 5.07
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Board of Directors

BarbaraT. Alexander (3*) Dan W. Cook I (2,4 Juan L. Elek 4% Timothy R. Eller (1%) Thomas |. Falk (3)
Independent Consultant Private Investments Co-Chairman, Chairman and Chairman and
Elek, Moreno Valle y Chief Executive Officer, Chief Executive Qfficer,
Asociados Centex Corporation Kimberly-Clark
Corporation

C.W. Murchison, III (2) Frederic M. Poses (1,3,4,5) David W, Quinn (1) Thomas M. Schoewe (2 Paul T. Stoffel (3)
Private Real Estate Chairman and Chief RetiredVice Chairman, ExecutiveVice President and Chairman,
Development Executive Officer, Centex Corporation Chief Financial Officer, Paul Stoffel Capital
and Other Investmenis American Standard Wal-Mart Stores, Inc. Corporation
Companies

Board committees and designations:

(1) Executive Committee

(2) Compensation and Management Development Committee
(3) Audit Committee

(4) Corporate Governance and Nominating Committee

(5) Lead Director

* Chairman
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Shareholders’ Information

MAILING ADDRESS

P.O. Box 199000
Dallas, TX 75219-9000

CORPORATE HEADQUARTERS

2728 North Harwood
Dallas, TX 75201-1516
(214) 981-5000

TRANSFER AGENT AND REGISTRAR

Mellon Investor Services LLC
85 Challenger Road
Overpeck Center

Ridgefield Park, NJ 07660
1-800-852-0813 (toll-free)

Stock LISTING

New York Stock Exchange

ANNUAL MEETING

The Annual Meeting of Stockholders of Centex
Corporation will be held on July 15, 2004 at 9:00 a.m.
in the auditorium of the Dallas Museum of Art,

1717 North Harwood, Dallas, Texas.

STOCKHOLDER INQUIRIES

Communications concerning transfer requirements, lost
certificates, dividends or change of address should be
sent to Mellon Investor Services at the address noted.

Form 10-K

A copy of the Annual Report on Form 10-K of Centex
Corporation is available upon request to the corporate

secretary at corporate headquarters.

WEB SiTE

Visit us at <http: // www.centex.com>

Ticker Symbol: “CTX”

Forward-Looking Statements: Various sections of this Annual Report, including the “Shareholders’ Letter” and “Operations” sections,
contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, Section 21E of the Securities Exchange Act of
1934 and the Private Securities Litigation Reform Act of 1995. Forward-looking statements may be identified by the context of the statement and
generally arise when Centex is discussing its beliefs, estimates or expectations. These statements are not historical facts or guarantees of future per-
formance but instead represent only Centex's belief at the time the statements were made regarding future events, which are subject to significant
risks, uncertainties and other factors, many of which are outside of Centex’s control. Actual results and outcomes may differ materially from what is
expressed or forecast in such forward-looking statements. With respect to forward-looking statements relating to the business, operations, assets,
liabilities, financial conditionior results of operations of Centex, the risks and uncertainties to which these statements are subject include the follow-
ing: general economic conditions and interest rates; the cyclical and seasonal nature of our businesses; adverse weather conditions; changes in prop-
erty taxes and energy costs; changes in federal income tax laws and federal mortgage financing programs; governmental regulations; changes in gov-
ernmental and public policy;ichanges in economic conditions specific to any one or more of our markets and businesses; competition; availability of
land and raw materials; and unexpected operational difficulties. For example, increases in interest rates or decreases in demand for housing on a
national or regional basis or increases in the cost or reductions in the supply of suitable land for development, or lumber or other building materials
or labor, could affect the revenues or operating earnings of our home building operations. Similarly, increases in interest rates could adversely affect
demand for some of the mortgage loans offered by our mortgage finance operations. Finally, changes in national and regional economic conditions
and levels of infrastructure and construction spending could adversely affect the results of operations of our construction services operations. These
and other risks and uncertainties are described in greater detail in Centex’s Annual Report on Form 10-K for the fiscal year ended March 31, 2004
(including under the captions “Forward-Looking Statements” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations”), which is on file with the SEC and may be obtained free of charge through the website maintained by the SEC at http: // www.sec.gov.
All forward-looking statemerits made in this Annual Report are made as of the date hereof, and the risk that actual results will differ materially from
expectations expressed in this press release will increase with the passage of time. Centex undertakes no duty to update any forward-looking state-

ment to reflect future eventsior changes in Centex’s expectations.
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